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Change in economic prospect calls for general revision 


of portfolios and adoption of progressive program 


OUR investment outlook has been changed’ in the past two 

months by new governmental activities, the temporary abandon- 

ment of the gold standard, the steps towards controlled currency 
expansion, the international economic conferences and discussions, 
the long progress towards balancing the national budget, determina- 
ble improvement in business, the development of crop prospects and 
advances in commodity prices. 


Your own future may be permanently shaped right now, and it is to 
your interest to know exactly where you stand as an investor. Prudence 
dictates an immediate and thorough, survey of your security hold- 
ings in order to determine which of your investments are in harmony 
with the changed economic prospect. Then, too, you must prepare 
a progressive program and follow it, adjusting it from time to time 
to the widening business horizon. 


a. you are to make the earliest start and continue profitably you must observe all the 

essentials of investment success, for we are in a period in which you can not afford 
to maintain a casual attitude towards your investments. You must know the outlook 
for all your holdings. You must know what securities to hold—and why; you must 
know what to buy—and why, and when; you must know what to sell—and why, and 
when ; you must know what replacements to make—and why, and when. 


HE surest way is to do as so many other progressive investors have done—place 

your security program under the supervision of The Financial World Research 
Bureau. The procedure is simple: You merely register with us the complete list of 
your securities with their cost, provide us with all the necessary data regarding your 
requirements, objectives and resources, and then follow the direct, positive recom- 
mendations as they come to you. Everything is personal—individual. There are no 
group advices; above all, there are no risky speculative advices. And the cost is 
moderate—$100 for the full year of continuous personal guidance. 


Mail This Coupon Today 


5-17-33 
The Financial World Research Bureau 
53 Park Place, New York, N. Y. 


Please send me your pamphlet that explains (without obligation to me) how your personal 
supervisory service would assist me to adopt a progressive investment program. I enclose 
a list of my investments (showing the number of shares and their origin'al cost) to guide you 
in telling me just how The Financial World Research Bureau will aid me. 
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Member 


Audit Bureau 


in 1902 The Financial World was established to diffuse the truth about investments, has constantly maintained this alti- i tions 
imi tude, and will continue to do so, confident in its belief that as long as it clings to this ideal it can count upon the of Circala 
support of the investing public. 
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IN COMING ISSUES 


The Boom in Aviation Stocks 


VIATION issues in recent weeks have come more 
and more to the attention of those who follow stock 
prices because of the much greater than usual activity 
and buoyancy shown by this group. Of course, the com- 
panies operating in this field are now entering the period of 
their greatest seasonal activities and revenues, but does 
recent price action by these issues foreshadow something of 
more permanent nature? The line-up in the industry has 
been rapidly changing, and it is possible that new earnings 
situations will develop. All important factors bearing on 
current and prospective earnings are outlined in an 
analysis now in preparation. 


A New Prospect for the Steels? 


HE rate of output by the steel industry has more 

than doubled since the middle of March and, what is 
almost as important, recent price tendency has been 
toward better levels. Traditionally a prince or pauper in- 
dustry, steel seems now to be shaking off its beggar’s rags, 
and the important problem to the investor becomes one of 
selection. Is U. S. Steel at present prices already too 
high? Can marginal companies like Otis stage a come- 
back? These and other important questions will be an- 
swered in a coming analysis. 


A Unique Rail Issue 


ITH railroad finances in the state they are now, any 

significant amount of new working capital is an un- 
usual possession, but one road has so conserved its finances 
during the years that it has the equivalent of about $13 
a share in net quick assets. Not only does it enjoy a par- 
ticularly strong financial position, but because of special 
reasons earnings have held up relatively better than for 
other comparable roads and current dividend require- 
ments were fully covered last year. A coming issue will 
carry an analysis of this situation. 


IN THIS ISSUE 


The Market Situation - - - - = = = = = 459 
Stockometer—The Trend of Market Values - - 459 
‘The Trend of Things - - - - - - = = = 460 
Weekly Index of Industrial Production - - - - 460 
The “ New Deal” and the Railroads - - - - 461 
By George H. Dimon 
Leverage as an Earnings Aid - - - - - - - 462 
By James C. De Long 
Changing Leadership in the Motor Industry - - 463 
By C. C. Bailey 
Among the Bulls and Bears - - - - - - - 464 
National Tea Bucks the Trend - - - - - - 465 
, By A. Weston Smith, Jr. 
Stock Market Laggards - - - - - - = = 466 


Why the Strength in High Grade Bonds? - - - 467 
A Low Priced Speculation - - - - - - += - 468 
L.G.’s Column - - - - = = = = = = = 469 


‘ 


Coming Dividend Meetings - 
Cities Service Reports Progress - - - - - - 470 
Board Room Brevities - - - - - - = = = 471 
The Mechanics of Foreign Exchange - - - -. 

By Andrew A. Bock, Ph D. 
A Low Priced Rail - - - - - - - - - - 476 
Stock Side Lights - - - - = = = = = = 477 
Dividends Declared - - - = = = = = = 478 


The Commodity Situation - 


‘ 
‘ 

‘ 
' 


Weekly Record of Earnings 


Linographs - - - - - = = = 


PUBLISHED WEEKLY BY GUENTHER PUBLISHING CORPORATION 


Louis Guenther, President-Treasurer and Publisher; William J. Healy, Vice-President; Richard J. Anderson, Managing Editor; 
A. Weston Smith, Jr., Associate Editor; Ralph E. Bach, Research Editor 


Editorial and Business Offices: 


53 Park Place, New York, U.S. A. 
Cable Address: Finglobe, New York 


ytight, 1933, by Guenther Publishing Corp. Reproduc- American News Compan 


Cop 
tion in whole or rohibited except b rmission of | October 22, 1906, at the ti 
the publisher, 


alers and bulk sales supplied by 


evo 


Annual Subscription Rates: 
United States, Mexico and Cuba, $10 a year; 
Canada, $12 a year; Foreign, $12 a year. 


Entered as second class matter FOR CHANGE IN ADDRESS subscriber should give 
nited States Post Office at New _ both the old and the new address. This notice should reach 
York, N. Y., U. S. A., under the act dated March 3, 1879. us about two weeks before the change is to take effect. 


Western Advertising Representative 
F. H. Ertel, 727 Monadnock Bldg., Chicago, Ill. 


Advertising Manager 


Melville A. Bergfeld 


New England Advertising Representative 
W. E. Anderton, 1058 Park Sq. Bidg., Boston, Mass. 


457 


Fe 
| 
- 


TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
pertaining to investments and other timely subjects 
which we believe are of interest and profit to our 
subscribers. Upon request and without obligation 
any of the booklets listed below will be sent free, 
direct from the houses by whom issued. 


PLEASE WRITE EACH REQUEST 
PLAINLY ON A SEPARATE SHEET 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 63 Park Place, New York, N. Y¥. 


A COMMODITY SECURIT Y—This analysis covers the relation be- 
tween inflation and rising commodity prices as it affects one of the 
leading basic industries. An investment suggestion is also included 
of a security which is expected to benefit from these current develop- 
ments. Copy sent free upon request. 


THE WORLD'S FINEST RADIO RECEIVER—Is the phrase used 
to describe a custom-built, all-wave radio set that is guaranteed: 


to receive foreign stations as far as 10,000 miles away, and which 
makes all American Stations virtually “locals.” Ad- 
vertisers who ~g ~ ee difficulty in checking their programs 
broadeast from hard-to-get localities should be interested in the 
literature bo. of this set, which will be sent upon request. 


MAKING PROFIT IN SECURITIES—Valuable stock market 
booklet explains methods employed by successful investors. The 
part which fundamentals play and the market's technical condition, 
as well as general sound methods for income and profit building, 
are pointed out. 


AN EXPLANATION OF LIFE ANNUITIES—This booklet, issued 
by one of the most prominent insurance companies, tells how a life 
annuity can be _——— to comply with any circumstances and ideas 
for future income. Copy sent upon request. 


SOME FINANCIAL FACTS—Is the title of a 24- booklet con- 
taining a brief description of the American Telephone & Telegraph 
Company and the organization and operations af the Bell System. 
.It is illustrated throughout with maps, graphs and charts, and is of 
interest to every investor in public utility securities. 


SAFETY PLAN—is the title of a concise booklet issued by a financial 
service, based on a forecasting accuracy which safeguards both ways, 
up and down. Copy sent free and without obligation. 


AUTOMOBILE INSURANCE COSTS REDUCED ONE-FIFTH 
is the title of a booklet issued by America's oldest liability insurance 
company. This booklet tells how you, as a policy holder of this 
company, will receive a share of all earnings made by it, which have 
amounted to 20 per cent or more of the premiums paid by policy 
holders every year since 1887. Also, it tells how these earnings are 
made possible. Write for your copy today, without obligation. 


TRUTH OF THE STOCK TAPE AND WALL STREET STOCK 
SELEC rOR—an informative book illustrated with charts, giving 
you valuable trading rules on stocks and commodities thus enabling 
ou to see what others do not see and to act in time to make profits. 
ifenertptive literature sent free upon request. 


TIME TO LAY THE FOUNDATION FOR YOUR FORTUNE— One 
of the leading financial services has prepared an 18-page booklet 
pointing out the opportunity at the present time to lay the founda- 
tion for your fortune. Send today for your complimentary copy. 


“THE WISDOM OF THE SAGES'’—is the title of a book issued by 
the Rosicrucian Brotherhood (AMORC) with North American head- 
Seertees located at San Jose, California. This 32- - e book describes 
the organization and its teachings which are stu od and a — lied by 
~~ 5! of the country’s leading executives and other thi men 
and women. 


AN INVESTMENT PROGRAM KEYED TO THE NEW ECO- 
NOMIC PROSPECT— is discussed in a pamphlet descriptive of the 
procedure py ed by an investment supervisory organization. It is 
particularly of interest to investors whose policy is to disregard inter- 
mediate fluctuations and to avoid purely speculative commitments, 
It will be sent on request. 


FROM $8,000 TO $250,000,000—One of America's oldest utility 
groups has issued a booklet of 48 pages, in which is presented a 
description of the history and development of this prosperous cor- 
poration that came into existence in 1886 with assets of $8,000 
working capital. and that now has assets of over $250,000,000. In- 
vestors will find much of interest and value in this booklet. Copy 
may be had upon request. 


MAKING MONEY IN STOCKS—A straightforward, comprehensive 
treatise on asundl met to pursue in the purchase and sale of 
t ies. 


““STOCK EXCHANGE SERVICE FOR THE SMALL INVESTOR” 
— is the title of a booklet just issued by a well-known Stock Exchange 
. Copy may be had on request. 


HOW TO GET THE THINGS YOU WANT —TIs the title of a very 
interesting 28-page booklet issued by one of the largest insurance 
comene It shows how their latest sapeosanh income plan can be 
exactly suited to any individual's special needs. 


| WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


4 WEEKLY TRADE INDICATORS 1 1932 
ay 6 April29 May7 
*Crude Oil Production (bbls.)...... 2,648,850 2,383,100 2,251,9% 


Electric Power Queput (000 K.W.H.) 1, 435, 707 i ‘427, 960 1,429,039 


tSteel Output (% o 20% 36% 249, 
Automobile Production (U 51,4 é 49, Osi 43,459 
April 29 April 22 April 3 
§Bank Clearings New York City.... $2,745 $2,637 $2,839 
§Bank Clearings Outside of N.Y.C.. 1,347 1,388 1,81] 
Total car lOAGINGS......ccccesseee 535,676 492,970 554,197 
Bituminous Coal Production...... 804,000 772,000 786, 
Financial World Index of Indus- 


*Daily Average. tlron Age. t{Cram's Report. §000,000 Omitted, 
{Journal of Commerce, 


4 FEDERAL RESERVE SYSTEM REPORTS 


(000,000 omit’ ay April 26 May4 
Total old $3,436 $3,306 
Total bills discounted...... 40 385 506 
U. S. Govt. securities owned....... 1,837 1,837 1,287 
Fed. Reserve notes in circulation. ; . 3,395 3,424 , 
F. R. Bank notes in circulation. ... 56 37 
Total money in circulation. ....... 5,954 5,994 5,448 
Federal Reserve System ratio...... 63.5% 62.7% 66.89, 
N. Y. Federal Reserve Bank ratio. . 57.4 ah 59.4% 56.79, 
4 NEW YORK CITY MEMBER BANKS 
Total Deposits............. $6,173 $6,207 
Total security loans... .. . 1,676 1,611 1,908 
Total comunartonl 1,615 1,614 2,085 
Total brokers’ loans............. 512 461 499 
U. 8. Government securities owned: 2,353 2,269 1,820 
All other securities owned........ ‘ 1,109 1,133 944 
4 FOREIGN EXCHANGE 4 COMMODITY PRICES 
1933 1932 1933 1932 
Par 9 May 10 May9% May 10 
8636 Engiend.. . . $3.94 $3.67 14 | Copper. . $0.06 $0.05 
Can. Dollar. 87.50 89.00c Cotton... .08 
France...... 4.60% 3.94%] Iron..... 14.34 14.84 
5.26 .17 5.15% Lead.... .0365 .03 
13.90 Belgiam®.. . 16.35 14.05 Rubber -0469 0385 
23.82 Germany... .27.50 23.85 Silver.... .34% 
40:06 Jaban...... 24.25 32.69 Sugar.... .045 0875 
12.17 | 6.06 6.06 §Wheat... .70%% 56 
*Belga. §July futures. 


4 WEEKLY CAR LOADINGS 


Freight car loadi indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 
current month. 


Week ended Sam 
: April 22 week Change 
Eastern District 1933 1932 % 
Baltimore & Ohio............... 31,854 38,332 -17 
Chesapeake & Ohio.. eee 21,923 22,387 -2 
Cleve., Cinn., Chicago & 15:178 16,303 
Delaware & Hudson............. 8,532 13,415 —36 
Delaware, Lackawanna & Western. 11,404 15,871 ~28 
Norfolk & Western.............. 15,412 16,436 - 6 


New York, New Haven & Hartford 18,206 22,400 -19 


Now 36,531 44,532 —18 
New York, Chicago & St. Louis... 9,954 11,578 —14 
Pennsylvania. .........6. 72,802 665 —20 
Pere Marquette. .... 7,013 7,762 —10 
Western Maryland.............. 5,555 6,537 -15 
Southern District 

Atlantic Coast Line.............. 13,174 + 3 
Illinois Central....... 23,428 6 
Louisville 16,982 17,286 -2 
Seaboard Air Line...... 10,940 
Southern Ry. System............ 28,926 29,800 - 3 
Northwest District 

Chicago & Great Western. . 4,120 4,700 -12 
Chi., Milw., St. Paul & Pacific: : 20,845 21,794 —4 
Chicago & Northwestern. ........ 25,900 ,814 3 
Northern Pacific........ 8,534 9,870 -14 
Central West District 

Atchison, & Santa Fe.. 21,859 4,460 
Chicago, Bu & Quine sae. 19,452 -9 
Chicago, Rock Island & Paci 15,594 8,609 —16 
Chicago & Eastern Illinois... .. 3,564 3,727 -4 
Denver & Rio Grande Western. ... 3,001 3,391 —12 
Southern Pacific............ 17,858 —16 
Union Pacific........... 16,635 - 8 
Western Pacific. ..... 2,211 2,442 -9 
Southwestern District 

Kansas City Southern.........e. 2,395 2,642 -9 
Missouri-Kansas-Texas. . 7,619 -14 
Missouri Pacific. ..... 19,177 - 8 
St. Louis-San Francisco. 10,520 -4 
St. Louis-Southwestern...... 


039 
(Compiled from American Railway aneotiavion figures) 
THE FINANCIAL WORLD 
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«HIGHLIGHTS > 


Improvement in security price level is sup- 
ported by wide-spread business gains — 
Bonds aided by indicated aggressive future 
Federal Reserve operations — Passage of 
inflation bill fails to be a market factor 


The 
Market Situation 


Securities have been turning their eyes from the inter- 
national monetary situation, with the prospects for uncon- 
trolled inflation receding into the background, and have been 
looking at the encouraging aspect furnished by the business 
situation here at home. In addition to the rising trade in- 
dices, continued progress by the prices of commodities 
aided by further improvement of their statistical position 
has done much to engender optimism. Final passage of the 
farm relief bill, with its “inflation” amendment, was a fore- 
gone conclusion and carried little weight as an immediate 
market factor. The favorable implications of the tariff 
truce, however, have not been overlooked. Bonds have 
been outstandingly strong, perhaps helped along by 
indications of an early inauguration of a program by the 
Federal Reserve for large purchases of Government issues. 


Industrial stock price averages last week decisively pene- 
trated the high point which marked the termination of the 
1932 July-August recovery; at the time the industrials were 
breaking through this resistance area, the rail average still 
had about two points to go before equalling last autumn’s 


4 & STOCKOMETER—THE TREND OF MARKET VALUES 4 


(For explanation and comment see conclusion on page 479) 


NEW YORK, MAY 17, 1933 


peak, while the utilities were about eight points away from 
that high point. According to one widely respected market 
theory, a further advance of about three points by the rails 
would proclaim that a major long term bull market is in 
progress, but probably more important as an indication of 
the future course of security prices is the change in psy- 
chology that has occurred and the progress industry is 
making in getting back to a profitable basis. 


The rise in security prices is affording bank liquidators 
a good opportunity to realize on investments held by closed 
institutions, and selling of that character has been reported 
as under way for several weeks. The liquidation has been 
well absorbed, and among its results will be the hastening of 
release of funds to depositors, thus swelling the potential pur- 
chasing power of the public. The attainment of 75-cent 
wheat (reported to have been a main objective of the Ad- 
ministration) and increases in other agricultural prices as 
estimated by reliable sources to have added more than a 
billion dollars to the farmers’ purchasing power. 


To the individual investor, the higher security price levels 
now prevailing make it possible to dispose of doubtful issues, 
transferring funds so realized to issues having more promis- 
ing prospects for the future. The acceptance of trading 
profits may be justified in numerous situations which have 
been carried along by the general market rather than by their 
individual merits, but there appears to be no reason for 
disturbing issues representative of sound companies held for 
long term investment purposes. Recent prices of the 
soundest stocks cannot be justified by earnings reported for 
last year, or those generally expected for the early part of 
this year, but with the better type of companies having so 
drastically reduced operating expenses and overhead to 
conform with an exceedingly low volume of business, re- 
covery of profits will be rapid upon the expansion of activi- 
ties indicated for the future. Intermediary price set-backs 
that occur from time to time may well be utilized for further 
acquisition of securities having long term merit. 

(Please turn to page 479) 
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Nore: The ‘Market Value”’ trend lines show the actual market valuation of all stocks listed on the New York Stock Exchange; the solid line 


reflects the figures re 
Wortp. The ‘Loan 


rted once a month by the Stock Exchange, whereas the dotted line shows the week-to-week compilation b 
atio’’ expresses the percentage of brokers’ loans (to Stock Exchange members) to total market value o' 
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securities listed. 


Percentage of monthly sales to total number of listed shares is shown by the line “‘ Percentage Turnover in Sales.” 
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Trend 
Things 


Digest and interpretation 
of business and financial 
developments 


Although the financial community had hoped that Presi- 
dent Roosevelt in his radio speech a week ago would more 
definitely outline his intentions with respect to credit ex- 
pansion and monetary inflation, it was pos- 


— sible for the “hard money” contingent to 
tion's Mone~ derive considerable comfort from his remarks. 
tary Plans 


Because of political considerations it would 
obviously have been inexpedient for him to have renounced 
the monetary powers to be granted by Congress; such a 
course would merely have revived agitation among the legis- 
lators for immediate laws definitely directing inflation and 
debasement of the currency. His statement that his powers 
“will be used when, as and if necessary” seems clearly in- 
dicative of an intention to permit business recovery and 
price improvement to proceed as a result of natural causes, 
provided they continue to do so, without the injection of 
inflationary steps which may be entirely unnecessary to sus- 
tain progress. Whether or not his unprecedented powers 
ever are put to actual use, their mere existence should do 
much to make the country buyer-minded and achieve the 
goal that is so necessary—the maintenance of a_ higher 
velocity of money in circulation. It seems probable at this 
time that the Administration will make no early announce- 
ment of its plans for the country’s monetary structure. 


The money market has continued easy and dull, and while 
loans against security collateral have shown a tendency to 
advance in the New York area, there has been no great 
change in the banks’ commercial loans. Of 


a. course, one reason for the failure of commer- 
rl cial credit outstanding to expand coincidently 


with expansion in general business is the ex- 
ceedingly comfortable cash positions built up by corporations 
during the past several years, making it unnecessary as yet 
to go to the banks for credit accommodations. Any material 
extension of the process of converting cash into inventories 
and additionad facilities would soon see a rising volume of 
commercial loans. 

It has been expected that the Federal Reserve Banks would 
again begin a program of credit expansion through large 
scale purchases of Government bonds regardless of whether 
or not they were directed to do so by the President under 
the permissive provisions of the Thomas amendment to the 
farm relief bill, but so far the figures have shown no prog- 
ress in the direction of heavier holdings. The reason prob- 
ably has been the impending change in the head of the 
Reserve System, and now that Mr. Meyer has left the post 
and Eugene R. Black has been appointed, it is probable that 
Reserve Bank policy will become more aggressive. An out- 
going administration often is naturally reluctant to embark 
upon operations of magnitude, preferring to leave the in- 
itiation of such steps to those who must carry them to their 
conclusion. Thus indications now are that coming weeks 
will see the start of Government bond buying campaign by 
the Reserve in an effort to force funds into member banks 
which, in turn, would be expected to expand their outstand- 
ing credit. All of this points to a state of low money rates 
as being in prospect for coming months. 
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Although the 23,500-ton increase (the first since lag 
autumn) in U, S, Steel’s unfilled orders at the end of Apyi 
fell considerably short of previous estimates, it is important 
to keep in mind the fact that that month 


_ Point usually shows a decline in the corporation’ 
ee back-log. In the past eleven years, gains fg 


the month were shown only in 1922, 199 
and 1929, so that this year’s performance must be regarded 
as encouraging despite the overoptimistic guesses that had 
been made. In other directions also, the basic steel industry 
shows further progress. Output has now been rising fo 
seven consecutive weeks; not only is production running ma. 
terially ahead of the same levels of 1932, but it is now higher 
than any point reached in almost two years. The sted 
business is still getting little support from new construction 


(except for the San Francisco bridge project), and whether the 
or not operations expand further depends largely on the 
automobile industry. So far, the latter has been forging 8 
ahead and output for four weeks has been greater than that B jatic 
seen at this time last year. rege 
The latest index to cross the level of 1932 in electric power § tho 
output, last week’s figures showing the first such gain sinc § des' 
late in 1930 and assuming more than passing importance § “¢ 
because the industrial sections of the country are the one — 
making the best showing. Of course, all of this is being al 
reflected in employment gains. Recent weeks have brought B j9 
numerous reports from scattered sections telling of plant § the 
reopenings and of more men going back to work, but the § con 
first supporting statistical compilation is that of April fac @ por 
tory employment in New York State. Contrary to the § tio 
usual seasonal trend in those figures, employment last month § be 
gained 2.2 per cent over March and payrolls increased by wil 
4.4 per cent. Reemployment throughout the country asa _ 
whole was doubtless much greater than would be indicated § ¢., 
by the New York figures inasmuch as THe Financial & tra 
Wor.p’s Index of Industrial Production, which allows for § ¢or 
seasonal variations, advanced 241% per cent in April. Further § tiv 
gains are indicated for coming weeks, and the low point of § ult 
the long depression of the ’30s is well behind us. an 
Government plans to enter into a “partnership” with bus- § ?° 
ness are still in too nebulous a form to be a factor in the oe 
plans of industrialists, but it is recognized that intelligent § ¢,, 
and well directed planning could go far to eliminate (or at B th 
least smooth out) recurrent periods of depression and ex 
cessive booms. Much could probably be accomplished by § tic 
suggestions from the Federal Administration rather than § 8 
having to have the partnership arrangement based on legis- a 


lation, and already we have seen signs that the Presidential 
suggestions of a shorter work week may be adopted by the 
cotton millers, and that salary and wage restorations have 
been made by a number of enterprises in a position to do so. 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 


Average of 1925-1928=100 


Oct. Nov. Dec. 


1229 ( 
100 ( 
4 
60 é 
aN 50 
40 
123} 
——! 39 


Tue Components: This is an unweighted index of five sensitive serie 
of industrial activity: new building contracts, electric power production, 
automobile output, steel mill activity, and merchandise, scellaneous 
and less-than-carload freight traffic. Adjustments have been made for 
normal seasonal variation, and the average for the four years 1925-1928 
is used as the base. 


THE FINANCIAL WORLD 


| 
4 
= 
| 
Feb. Mar. Apr. Mey June Jul 
7 Soot 


The “New Deal” and the Railroads 


The coordinator plan should result in some economies, but 


tion’s railroad bill to Congress with 

a request that it be enacted before 
the end of the current special session, 
President Roosevelt stated, ‘‘I am not 
yet ready to submit to the Congress a 
comprehensive plan for permanent legis- 
lation.’ The bill which he sponsors is 
regarded as emergency legislation, al- 
though some of its provisions seem 
destined to have important permanent 
effects. The Act is to have effect for 
one year, but may be extended in part or 
as a whole for another year by presiden- 
tial decree. The Federal coordinator of 
transportation, whose office is created by 
the bill, is directed to investigate and 
consider all means of improving trans- 
portation conditions. The recommenda- 
tions, based on a year of experience, will 
be transmitted to Congress, where they 
will be considered as a basis for compre- 
hensive legislation in 1934. It is be- 
lieved that coordination of all types of 
transportation with the railroads, cen- 
tralization of regulation and control, and 
consolidation of the railroads into a rela- 
tively small number of systems are the 
ultimate goals of the Administration, 


i the Administra- 


and that these objectives will be the main 


points in the ‘‘more permanent and more 
comprehensive national transportation 
policy”’ promised by President Roosevelt 
for 1934 in his message of transmittal of 
the Emergency Act. 

The Emergency Railroad Transporta- 
tion Act of 1933 has two titles and many 
sections, but analysis shows five funda- 
mental divisions, whose essential features 
may be summarized as follows: 1. Crea- 


will not prevent further railroad recapitalizations 


By GeorGe H. DIMON 


tion of the office of Federal coordinator 
of transportation and provision for three 
regional coordinating committees, and 
definitions of their powers and duties. 
2. Statement of limitations on future 
Reconstruction Finance Corporation 
loans to railroads. 3. Repeal of the re- 
capture of ‘‘excess earnings” as provided 
in Section 15a of the Transportation Act 
of 1920. 4. Establishment of a new basis 
of rate making. 5. Interstate Commerce 
Commission control over railroad holding 
companies. 

The Federal coordinator is to be ap- 
pointed by the President with the advice 
and consent of the Senate or designated 
from the membership of the Interstate 
Commerce Commission. He shall divide 
the railroads of the country into three 
groups in the eastern, southern and west- 
ern districts. The railroads in each group 
shall elect a regional coordinating com- 
mittee of not more than five members. 
The purposes of this section of the Act are 
to abolish unnecessary duplication of 
services and facilities of all kinds, encour- 
age the joint use of terminals and term- 
inal facilities, control allowances and 
accessorial services, avoid wastes and 
preventable expense and unreasonable 
disturbance of rates by individual carriers; 
“promote financial reorganization of cap- 
ital structure so as to reduce fixed charges 
to the extent consistent with the public 
interest,’’ promote the stability of rail- 
road credit, and ‘‘ provide for the immedi- 
ate study of other means of improving 
conditions.” 

The duties of the regional committee 
are expressed in very general terms, since 


A NEW CLASSIFICATION OF THE RAILROADS’ POSITION 


they are to carry out the purposes of the 


Act as outlined above. If this can not 
be done by voluntary action, the com- 
mittees are to advise the Federal coord- 
inator, who is then to issue appropriate 
orders, authority for the enforcement of 
which is provided in the Act. Anyone 
affected has the right of appeal to the 
Interstate Commerce Commission, which 
may suspend the coordinator’s orders. 
The carriers are relieved from the opera- 
tion of the anti-trust laws and almost all 
other restraints and prohibitions, State 
or Federal, insofar as may be necessary 
in order to comply with orders issued 
pursuant to the Act, with one major 
exception. The rights of railroad labor 
under existing laws can not he modified 
or suspended in any way. In spite of 
the safeguarding of the rights of labor, 
organizations of railroad employees are 
strenuously opposing the bill, since they 
believe that ‘‘coordination”’ will lead to 
“furloughs” for many workers. They 
demand that provisions be inserted in the 
legislation to ‘‘take care of’? any em- 
ployees who may be laid off as a result. 
Although some important savings could 
undoubtedly be effected by elimination 
of unnecessary competition and duplica- 
tion of facilities, such savings would cer- 
tainly be restricted by the provisions 
demanded by organized labor. Since 
wages account for about half of all rail- 
road disbursements, any prohibition of 
reduction in this item naturally limits 
the economy possibilities very seriously. 
In fact, the possibilities for the realiza- 
tion of any substantial savings in operat- 
ing expenses or improvement in financial 


Based on probable criteria of I. C. C. in determining attitude toward future R. F. C. loan applications (balance 


in capital structure, earnings record, cash and other liquid assets in comparison with current liabilities and 


Atchison, Topeka & Santa Fe 
Chesapeake & Ohio 


Chicago, Burlington & Quincy Reading Boston & Maine 
Cincinnati, N. O. & Texas Pacific Union Pacific Delaware, Lackawanna & Western 
Norfolk & Western Virginian Erie 


GOOD POSITION 


Louisville & Nashville 
Missouri-Kansas-Texas 

Nashville, Chattanooga & St. Louis 
N. Y., Ontario & Western 
Northern Pacific 

Texas & Pacific 

Western Maryland 

Wheeling & Lake Erie 


Alabama Great Southern 
Atlantic Coast Line 

Bangor & Aroostook 

Central R. R. of New Jersey 
Colorado & Southern 
Delaware & Hudson 

Kansas City Southern 

Long Island 


Ann Arbor 

Central of Georgia 
Chicago & Eastern Illinois 
Florida East Coast 


MAY 


17, 1933 


STRONGEST POSITION 


Pennsylvania 
Pittsburgh & Lake Erie 


near-term maturities, available collateral, etc.). 


Baltimore & Ohio 


Great Northern 
Illinois Central 
Lehigh Valley 
New York Central 


Pere Marquette 
Southern Pacific 


Norfolk Southern 


INTERMEDIATE POSITION 
Relatively Strong 


Chicago, Indianapolis & Louisville 
Chicago & North Western 
Chicago, Rock Island & Pacific 
Gulf, Mobile & Northern 


COMPANIES NOW IN RECEIVERSHIP OR TRUSTEESHIP 
International Great Northern 
Minneapolis & St. Louis 
Missouri Pacific 

Mobile & Ohio 


New Orleans Great Northern 
New Orleans, Texas & Mexico 


St. Louis-San Francisco 


Relatively Weak 


Chicago Great Western 

Chicago, Milwaukee, St. Paul & Pacific 
Denver & Rio Grande Western 
Pittsburgh & West Virginia 
Southern Railway 


N. Y., New Haven & Hartford 


WEAK POSITION 


Minneapolis, St. Paul & S. 8S. Marie 
N. Y., Chicago & St. Louis 

St. Louis Southwestern 

Western Pacific 


Seaboard Air Line 
Wabash 
Wisconsin Central 
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status of any individual carriers, as a 
result of the operation of the Emergency 
Railroad Act, are almost entirely con- 
jectural at the present time, since it is 
impossible to predict just how the 
powers of the coordinator and the regional 
committees will be applied. Another 
division of the bill (referred to in No. 2 
above) has more definite implications for 
railroad security holders. This section 
of the bill directs that the Interstate 
Commerce Commission “shall not ap- 
prove a loan to a carrier under the Recon- 
struction Finance Corporation Act, nor 
shall it authorize a carrier to issue bonds 
or other evidence of indebtedness under 
the Interstate Commerce Act, as amended 
unless it shall find that the financial 
structure of the carrier is such that there 
is reasonable prospect that such carrier 
ean without reorganization survive the 
existing economic depression and provide 
for its capital needs thereafter.” 

This clause is very important to the 
railroad security holder, since it enunci- 
ates a policy which is almost certain to be 
followed by the I. C. C. and the R. F. C. 
even if the bill should not be enacted in 
its present form. The days of liberal 
R. F. C. loans to the railroads are evi- 
dently past. The Missouri Pacific, the 
Chicago & Eastern Illinois, and others 
have taken steps toward reorganization 


prices during the past few weeks 

has again demonstrated the part 
the leverage principle plays as a market 
influence. Situations in which the lever- 
age factor obtains have, in the main, re- 
corded a greater percentage increase in 
price than the average for the whole list, 
which is a wholly natural performance 
viewed in the light of prospective better 
corporate earnings. If we are on the eve 
of general industrial revival, the leverage 
factor which has played an important 
part in the deflation of equities auto- 
matically becomes a highly constructive 
factor and should be carefully weighed in 
appraisals of common stock prospective 
values. 


"Te rapid rise in common stock 


The ‘‘Leverage’’ Industries 


The leverage factor is a fortuitous me- . 
chanical device in the capital structure 
of many corporations which determines 
to a large extent the increment of revenues 
available for the common stock after ordi- 
nary operating expenses. In many situ- 
ations, particularly among the motors, 
motor accessories, chemicals and mining 
companies, the leverage principle is‘ 
largely absent, whereas it obtains to a 
very pronounced degree among the utili- 
ties, rails and to a lesser extent the steels 
and some of the oils. In short, leverage 
is present in every situation having fixed 
charges, in the form of interest on bonded 
indebtedness, and dividends on preferred 
stocks, which constitute a prior and in- 
flexible call on income before the common 
stock has a legitimate demand on earn- | 
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because the R. F. C. refused further 
loans. Others will have to follow. Al- 
though the wording of the Act empha- 
sizes financial structure, a well balanced 
capitalization will not be the only cri- 
terion for the I. C. C. It appears certain 
that the Commission, in determining 
which roads will be permitted to carry 
on without recapitalization, will give 
due weight to such considerations as 
earnings records, working capital posi- 
tion (including the size of holdings of 
eash and highly liquid assets), amount 
and character of assets available for 
pledge as collateral, near term bond and 
bank loan maturities and other cash re- 
quirements. Giving due weight to all 
of these factors, we are presenting a classi- 
fication of all of the important railroad 
companies in the tabulation on page 
461. 

Except for a few companies in very 
strong financial position, recapture repeal 
is largely an academic consideration. Re- 
capture has been regarded as a dead letter 
for several years. Definite repeal would 
be regarded as constructive, but there 
are very few cases in which it would be 
likely to lead to more liberal treatment 
of stockholders. 

It is very difficult to gauge the impor- 
tance of the proposed new basis for rate 
making, since it is couched in such gen- 


Leverage as an Earnings Aid 


By JAmes C. DE LONG 


ings. Fixed charges and preferred divi- 
dends constitute practically the only in- 
fiexible item in a corporation’s income ac- 
count and defy economy efforts of man- 
agement during periods of curtailed 
revenues. 

This “over-all” fixed charge account 
considerably magnifies any changes in 
gross revenues when handed down to the 
junior stock. For example, assume a 
company had gross operating revenues 
in 1931 of $100 millions. This might be 
allocated as follows: $50 millions for 
operating expenses, depreciation, etc.; 
$40 millions for ‘‘over-all”’ fixed charges, 
and the remaining $10 millions for the 
junior stock. Assume further, that in 
1932 gross revenues declined to $90 mil- 
lions, or 10 per cent. ‘‘Over-all’’ charges 
remain the same while operating ex- 
penses are cut by as much as 10 per cent, 
or to $45 millions; thus there is left a 
balance for the junior stock of only $5 
millions, a reduction of 50 per cent. It 
is obvious that a further reduction in 
gross of approximately 5 per cent would 
completely eliminate the balance avail- 
able for the common stock. Of course, 
the reverse is true once revenues began 
to increase and the probabilities are that 
recovery in common stock earnings in 
such situations will be at a much more 
rapid rate than the shrinkage of the past 
four years, due to the fact that operating 
expenses will be held to a minimum until 
the process of recovery is well under way. 
Thus, in the case of the above illustration, 
assume a 10 per cent increase in revenues 
(from $90 millions) and, let us say, a 5 
per cent increase in operating expenses; 


eral terms. It instructs the I. C. C. to giv 
consideration to the effect of rates on th 
movement: of traffic, the need of adequat 
and efficient railway transportation a 
the lowest cost consistent with the fy. 
nishing of such service, and the carriery 
need of revenues sufficient to provide 
such service, under “honest, economical 
and efficient management.” This give 
the I. C. C. very broad powers in fixing 
rates, but it does not necessarily promis. 
much change in the rate structure be. 
cause the Commission has never show 
much evidence of concern over the “fair 
return’? provisions of the law now ip 
effect. 

The sections covering I. C. C. regule 
tion of holding companies provide for 
complete control in the issuance of gs 
curities, purchase and sale of stock and 
other interests in transportation com. 
panies, and similar organizations. It 
gives the I. C. C. power to require the 
holding companies to divest themselves 
of interests which may conflict with 
consolidation plans which it has approved, 
and to require sale of stocks and other 
holdings under other circumstances. These 
sections of the bill would be of consider. 
able importance to companies like Penn. 
road Corporation and Alleghany Cor. 
poration which hold large blocks of rail- 


road stocks. 


AN 


fixed charges remaining the same, net 
available for the common would rise to 
$11.7 millions, a gain of approximately 
135 per cent. 

A comparatively heavy fixed charge 
burden from which leverage arises has 
been largely responsible for unprofitable 
operations of a great many companies 
during the past year or two and certain 
units can trace financial embarrassment 
to their top-heavy capitalization. Natu- 
rally the equities of all such companies 
have undergone the greatest percentage 
depreciation in reflection of per common 
share operating results and the majority 
of these issues start price recovery from 
a very low base. Price range during the 
past four years of representative “‘lever- 
age”’ stocks is shown in the following 
tabulation: 


Broad Price Swings 


1929-1932 Range 

Stock High Low 
American & Foreign Power.. 199% 2 

Electric Bond & Share...... 189 5% 
American Water Works & El. 199 1 

Electric Power & Light..... 103 2% 

Illinois Central.... .. ... 153 4 
International Tel. & Tel..... 149} 2 


Earnings and market price volatility of 
“‘leverage’’ stocks place them in a highly 
speculative category. The rapidity and 
extent of market depreciation during the 
past four years far outstripped the list as 
a whole. However, recovery will be 
equally pronounced once sustained im- 
provement in corporate earnings becomes 
apparent. 


THE FINANCIAL WORLD 
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Changing Leadership 
the Motor Industry 


made many far-reaching construc- 

tive changes in the mechanical design 
and in the styling of its products during 
the depression years is a fact of which the 
general public is made well aware through 
extensive advertising and through the 
actual appearance of the new offerings on 
the highways of the country. But the 
changing trends of leadership among. the 
various companies are not so easily dis- 
cernible except in a very general way and 
are especially important to the investor, 
who is concerned more with profits than 
with mere physical sales volume. Per- 
haps the most important single influence 
has been the natural trend during a 
severe depression toward greatly in- 
ereased volume of business in the lowest 
price class at the expense of the medium 
and high priced lines. This has compli- 
cated and intensified Ford’s problem, 
which already had been getting more and 
more difficult, and has given Chrysler the 
opportunity to develop an outstanding 
success in the low priced field and con- 
siderably strengthen its general position 
in the industry. The effects of this upon 
General Motors and the balance of the 
industry have been dissimilar and will be 
further commented upon later. 


Tos the automobile industry has 


Profits Reduced 


With respect to earnings, the depression 
has quite completely reduced the industry 
to a state of lack of profits, although 
General Motors showed a profit in the 
first quarter of this year after deficits in 
the third and fourth quarters of last year 
and Nash reported its first deficit of the 
depression in its statement for the three 
months ended February 28, 1933. Only 
two companies still pay common stock 
dividends, Auburn and Generai Motors; 
and these disbursements are not being 
earned and have little more to justify 
them than could be adduced for further 
payments by Chrysler and Nash, both of 
which recently omitted despite very 
strong financial positions. 

Current earnings and dividends are not 
by themselves an adequate basis for ap- 
praising future potentialities since strength 


By C. C. BAILEY 


of trade position will determine relative 
capacity to attract business in the re- 
covery phase, and the greatest profits will 
accrue where the volume is greatest. For 
this reason Chrysler’s bid for sales leader- 
ship, centering in its Plymouth line, is 
highly important in its present effects 
upon other sections of the industry. 

The accompanying tabulation of pas- 
senger car registrations shows clearly the 
progress of Chrysler during the past two 
years and leads to certain general con- 
clusions as to the effects upon other sec- 
tions of the industry. The three sets of 
yearly figures reveal that the three leaders 
together retained the same proportion of 
total available business in each year, but 
that Ford lost ground very substantially 
while both Chrysler and General Motors 
secured agreater percentage, with Chrysler 
recording the more striking performance. 
Ford’s 1932 registrations were only a 
quarter of its 1930 figure, whereas General 
Motors was down only about a half (a 
better record than the industry as a 
whole) and Chrysler registrations declined 
only about 14 per cent. 

The figures for the first quarter of last 
year, in comparison with the year’s totals, 
reveal that General Motors and the group 
designated as the balance of the industry 
secured a relatively smaller proportion of 
available sales than for the year as a 
whole in the first quarter, while Ford in 
its year’s results doubled its percentage 
over the first quarter and Chrysler 
showed a moderate gain. The principal 
explanation for these particular changing 
relationships lies in the fact that Ford 
did not present its new models until May 
and thus suffered disproportionately in 
the first quarter. The delay in Ford’s 
sales apparently had little effect upon 
Chrysler’s progress, but gave General 
Motors and the balance of the industry 
some first quarter advantage which they 
were not able to maintain. 

This distortion of the record of the 
first quarter of 1932 from the normal 
course might make comparison with the 
first quarter of this year misleading, if 
due allowance were not made and if the 
general conclusions were not borne out 
by the record of the entire year 1932. 


Again this year Chrysler is maintaining its 
march of progress, securing 21 per cent 
of the available business as against 
15 per cent in the first quarter of 1932 
and with actual registrations 23 per cent 
ahead. Although General Motors’ regis- 
trations were down 16 per cent from the 
first quarter of last year, its relative po- 
sition was well maintained at 50 per cent 
of the available business. Ford showed 
both actual and relative improvement, 
which probably will not be continued be- 
cause of the special condition affecting 
last year’s first quarter. The net result 
for the quarter was a sharp relative gain 
for the three leaders at the expense of the 
balance of the industry which secured 
only 111% per cent of the available busi- 
ness compared with 21 per cent in the 
1932 first quarter. The actual degree to 
which the balance of the industry is suffer- 
ing this year is probably better indicated 
by comparison with its 17 per cent share 
of the past three years than by the com- 
parison with the 1932 first quarter. 


Ford's Position 


The evidence indicated, however, that 
that group and Ford are suffering in their 
relative positions from Chrysler’s gains, 
while General Motors has also been im- 
proving and strengthening its trade posi- 
tion though at a more moderate rate than 
Chrysler. Ford seems to be definitely 
slipping into third place, leaving General 
Motors and Chrysler the dominant fac- 
tors, with General Motors still securing 
the lion’s share. It would not be surpris- 
ing if some of the smaller manufacturers 
were sooner or later eliminated either 
through merger or dissolution, and in any 
event General Motors and Chrysler are in 
the strongest and most favorable position 
for the future, not only as indicated by 
recent sales trends but also because they 
offer the most complete lines of cars in 
all price classes including accepted favor- 
ites in the low priced division. Conse- 
quently their shares can be regarded as 
offering the best speculative opportunities 
in the industry, although commitments 
should obviously be made only on the 
basis of longer term retention. 


FASTEN CER 


CAR 


REGISTRATIONS 


General Motors Chrysler Ford 3 Leaders Bal. of Industry Total for 
Total % Total % Total % Total % Total % U.S. 

905,428 34 24, 8% 1,059,461 40 2,189,524 82 174% 2,626,068 
825,395 43 228,435 12 532,004 28 1,585,834 83 322,182 17 1 908.016 

(—9%) (+2%) (—50 %) —28%) (—26 %) (—27% 
Glew wand wh 454,277 41% 191,008 17% 261,776 24 907,061 83 188, 17 1,095,104 
1932 (—45 %) (—16%) (—51%) (-43%) (—42%) —42 4%) 
46,930 54 10,126 12 13,481 15% 70,537 82 15,401 18 85,938 
42,466 51 12,723 15 9,867 12 65,056 78% 17,743 21% 82,799 
ee 45,156 49 16,148 18 8,107 9 69,411 76 21,807 24 91,218 
—e DS i'icaneeaaees 134,552 52 ,99 15 31,455 12 205,004 79 54,951 21 259,955 
39,718 50 17,750 22 13,307 17 70,775 89 9,046 11 79,821 
36,261 52% 14,183 20 10,739 15% 61,183 88 8,281 12 69,464 
d's 36,778 48 16,094 21 15,648 68,520 89 8, 11 77,170 
112,757 50 48,027 21 39,694 17% 478 88% 25,977 11% 226,455 
(—16%) (+23 %) (+26%) (—2 4%) (—53 %) (—12%) 


*Oklahoma omitted in March. 


(_ ) Figures in parentheses show changes from previous comparable figures. 


MAY 17, 1933 
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BEARS 


These reviews were written immediately preceding closing time of this issue 
The ratings used in this department are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


Abraham & Straus 4 “C+” 


The glamor surrounding inventory stocks 
under the influences of inflation has not 
seen the department stores getting their 
share. Ordinarily heavily inventoried, 
these merchants have fallen into the 
liquidity idea of the past few years and 
their inventories have been in such small 
proportions that inflation talk brought 
with it regrets on that score. The policy 
of ‘‘sales at any price,’ making for a 
quick turnover, is reflected in the earnings 
showing of Abraham & Straus for last 
year when only $1.11 was earned as 
against $3.16 in the year previous. Inven- 
tories in the amount of $1.7 million were 
too small a portion of current assets of 
$8.3 millions in which cash was well 
represented. Striving to get out of debt, 
eurrent liabilities were only $708,000, 
which together with small funded debt of 
less than $5 millions eliminates the pos- 
sible benefits that could accrue in any 
dollar devaluation. Selling considerably 
above its low for the year the yield of 4.5 
per cent from the $1.20 dividend, with 
earnings 9 cents short of meeting require- 
ments, the stock can hardly be regarded 
as attractive. 


A. P. W. PAPER is experiencing mount- 
ing losses for in the March quarter they 
were $42,215, against $10,582 in the pre- 
ceding quarter, wiping out previous profits 
and bringing the loss for the nine months 
to $5,450. 


Allis-Chalmers 4 
After its consecutive declines the com- 
pany’s back-log of unfilled orders should 
be given a fillip by the awarding of a 
government contract to Allis Chalmers 
for four water wheels for the Hoover Dam 
at a price of $1.1 million. Other than this 
new business, the betterment of general 
conditions during the past thirty days 
and revived farm purchasing power are 
bringing in many inquiries for the com- 
pany’s products. Brewing equipment has 
also been a factor and in combination 
with the others mentioned has prompted 
the management to declare that the com- 
pany has at last turned the corner for 
betterment. Although participating to 
some extent in price advances, the stock 
has heretofore lagged behind the general 
market because of its less favorable out- 
look; realization of present improved 
prospects should find the stock having no 
difficulty in commanding prices closer to 
those of the high of last year. 


AMERICAN INT’L appears to be some- 
what behind the market if, as suggested, its 
portfolio was rearranged before the inflation 
boom to include the heavily inventoried 
stocks. 
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American Radiator 4 = 


A doubtful construction outlook, heavy 
losses last year and an excessive 10 million 
shares of stock outstanding, have not 
prevented American Radiator & Standard 
Sanitary from more than doubling its low 
prices of the year. On the other hand, 
moderate improvement is about all that 
would be required to make a better show- 
ing than a year ago when the loss was 
nearly $6 millions, or the equivalent of 68 
cents a share. That this measure of im- 
provement is at hand is confirmed in the 
stepping up of operations at many plants, 
requiring a reopening at Litchfield, IIl., 
and Trenton, N. J., and the re-employment 
of about 1,200 men at the Louisville plant. 
Slack new construction is being partly 
offset by modernization plans requiring 
plumbing, fittings and bathroom fixtures. 
If this demand continues for a reasonable 
period it is certain that a better showing 
will be made this year than a year ago. 


AMERICAN SAFETY RAZOR is held 
within narrow price limits, reflecting the 
highly uncertain patent situation in its 
industry and the narrowing earnings mar- 
gin for the $3 dividend. 


American Telephone 4 “A” 


With only days separating the time when 
directors of American Tel. & Tel. must 
decide upon a dividend policy, the guesses 
as to possible action are running rampant 
and the lack of real knowledge has con- 
tributed hesitancy to the issue until its 
status becomes definitely known. Earn- 
ings from operations in March as reported 
to the I. C. C. showed little change from 
the earlier months of the year, which 
might be expected in that the strangula- 
tion of the banking facilities of the coun- 
try occurred in that month. However, it 
is understood that April took a satisfying 


“A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 
25 
ll. ... Sound Preferreds .25 
Hil... Sound Common Stocks ..25 
IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


turn for the better, which has been ma 
terially improved upon in the early days 
of May. The loss of subscribers by New 
York Telephone in April was somewhat 
less than the rate earlier in the year, 
amounting to 14,496 units as compared 
with an average of 18,781 monthly in the 
first quarter. The recent turn of events 
will undoubtedly have its influence upon 
directors when they meet, and it would 
not be surprising to many if the current 
rate was again maintained. Other 
guesses, for they are no more than that, 
suggest a reduction in payment to as low 
as $5 annually. Whatever the decision, 
the stock will have a better chance to 
express its true worth when the uncer- 
tainty is removed and even if the yield 
should be as low as 6 or 7 per cent it could 
not be considered unattractive for an 
issue of this caliber. 


AMERICAN TOBACCO might do better 
with its $114 millions of inventories if the 
competitive situation in the cigarette field 
were cleared up and price cutting modified 
as a means of regaining lost business. 


American Water Works 4 << 


Feeling the stigma of rate agitation, 
counter-inflationary effects and burden- 
some tax proposals, American Water 
Works has lagged with other public 
utilities in the recent price movement. 
While there is no denying the strain that 
would be imposed in overcoming these 
obstacles it must be recognized that in- 
flation in itself would be an empty promise 
if it were not to carry business recovery 
along with it. Realizing this goal there is 
small reason to doubt that in the case of 
American Water Works, common stock 
earnings would be improved materially, 
especially so because of the heavy leverage 
factor existing. The opposite influences 
have been witnessed in the period of de- 
elining earnings when, for the twelve 
months ending March 31, 1933, earnings 
applicable to the common stock were 
only 4 per cent of gross revenues, largely 
in reflection of top-heavy capital struc- 
ture. Nevertheless these earnings show 
the $1 dividend covered by margin of 
6 cents a share. If gross revenues are in- 
creased 10 per cent with operating ex- 
pense ratio 50 per cent, earnings for the 
junior shares would be doubled. This 
would not appear an unreasonable expec- 
tation, and its fulfilment would go far to 
offset the effects of legislative agitation 
that has been hampering the price im- 
provement of the stock. 


AMERICAN WOOLEN has been offered 
the opportunity of inventory appreciation 
and the advance in price has been seized 
upon as a real opportunity for the pool 
operctors to unload some of their holdings. 

(Please turn to page 474) 


THE FINANCIAL WORLD 


ae 
a } 
/ *¥ 
\£ 
3 
fae 
‘ 


National Tea Bucks 


Wirt: not to be regarded as one 
of the big leaders among the 
grocery store chains, National 
Tea has carved for itself a record during 
the past fifteen months which might be 
coveted by the larger systems which excel 
in number of stores and dollar volume. 
Sales for 1932 reflected the drop in prices, 
of course, being 14.4 per cent under the 
volume of 1931, but in contrast net in-, 
come showed a gain of 25.5 per cent. 
More impressive, however, is the state- 
ment for the first 12 weeks of 1933 which 
shows dollar volume 10.5 per cent under 
the same period of 1932 while earnings 
jumped 132.3 per cent. With the 60-cent 
annual dividend earned by all but 9 cents 
in the first quarter, National T’ea appears 
to be in an interesting position even 
though the yield of less than 4 per cent 
places it in a speculative category. But 
what are the uncertainties in the situa- 
tion? 


Rapid Expansion Cuts Profits 


From a single store established in 
1899 and representing an investment of 
$5,400, the National Tea chain has 
grown steadily through the opening of new 
stores and occasional acquisitions of other 
small grocery chains. Sales reached a 
peak of $90 millions in 1929 and the num- 
ber of units increased to 1,600 stores in 
1930, but it was in the latter year that 
the company’s profit margin took a nose 
dive and the management was forced to 
revamp its organization, eliminate un- 
profitable divisions and introduce econo- 
mies. The following tabulation traces 
the progress of the chain from the 1920- 
21 depression through prosperity to the 
present depression: 


Sales 
per Profit 
Year: Stores *Sales Store Margin 
Oe 261 $16.3 $62,387 3.27% 
er 295 20.6 69,940 4.64 
a 514 31.3 60,880 3.47 
ae 598 39.0 65,316 3.77 
SS 761 474 62,353 3.31 
840 53.6 63,878 2.92 
1,237 58.8 47,535 3.47 
1,589 85.8 54,047 3.29 
1,595 90.2 56,558 3.03 
1,600 85.2 53,278 1.45 
1,512 76.6 50,6 0.94 
1,389 65.6 44,393 1.37 
12 wks. ended Mar. 25: 
1,374 146 10,655 2.32 


*Millions of dollars 


The abeve tabulation discloses the suc- 
cess of the management in lifting the mar- 
gin of profit from the low point reached in 
1931. Earnings then were less than one 
cent of each dollar of sales, but last year 
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A step-up in profit 
margin from less than 
one cent in 1931 to over 
two cents in the first 
quarter of 1933 sug- 
gests better days ahead 
for National Tea 


By 
A. WESTON SMITH, JR. 


1.37 cent represented earnings out of each 
sales dollar. Most significant, however, 
was the step-up in the first quarter of this 
year when 2.32 cents were earned from 
each dollar of sales as compared with the 
0.89-cent profit margin in the first quarter 
of 1932. Part of the improvement in the 
profit margin can be traced to the closing 
of unprofitable units. During 1932, for 
instance, 223 stores were eliminated and 
in the first 12 weeks of this year 15 were 
dropped. Of the 1,389 stores in the chain 
at the year-end, only 376 units were on 
leases made prior to January 1, 1930, of 
which 107 have been subject to rental 
readjustments. During the present year 
leases on 92 stores expire and next year 77, 
leaving only 100 after 1934 with old 
leases. It appears likely that as fast as 
these leases expire, more stores will be 
dropped if landlords are unwilling to co- 
operate in bringing rentals in line with 
present expense ratios. 

The turn for the better in the general 
price structure of the grocery business has 
eliminated a number of the unpleasant 
influences of the depression which were 
caused by extreme competition and price 
wars. National Tea has been in a for- 
tunate position to avoid most of these 
adverse circumstances during the recent 
past and the chain should be able to 
further increase its margin of profit on 
any gain in sales volume. But let it be 
supposed that sales for the full year of 
1933 drop 10 per cent, or to $59 millions, 
as compared with the $65.6 millions of 
sales in 1932. 
at a 2.32 per cent margin of profit, as it 
did in the first quarter of this year, net 
income of $1.4 million would result, 
which after preferred dividends would be 
equal to cover $2 a share on the common 
stock. In 1932 net income of $899,054 
was equivalent to $1.30 per common share 
when the profit margin was only 1.37 per 
eent. If by any chance the company, 
during 1933, should be able to equal the 
sales of last year and operate at a 2.32 
per cent margin of profit, earnings applica- 
ble to the common shares would be around 
$2.30 a share. 


A Dividend Increase? 


There should be little question con- 
cerning the company’s ability to maintain 
the present 60-cent annual dividend. 
In fact, it would not be surprising if the $1 
annual payment of 1929-31 could be re- 
sumed on the fulfilment of earnings ex- 
pectations, as the management is not 
faced with the necessity of further 
strengthening the company’s financial 


If the company operates. 


the Trend 


Position. At the close of last year current 
assets of $8.9 millions included cash of 
$1.8 million and were 34% times current 
liabilities of $2.5 millions. At the end of 
1931 current assets of $10 millions in- 
cluded the same amount of cash but were 
only 3 times current liabilities of $3.3 
millions. The reduction in current 
liabilities during 1932 was due largely to 
the wiping out of $700,000 of bank loans. 
Capitalization is well balanced with $3.7 
millions of 5 per cent gold notes maturing ~ 
in 1935 ahead of 149,970 shares of $10 par ° 
51% per cent preferred and 627,736 no 
par common shares. During 1932 the 
company retired $249,500 of bonds, 645 
shares of preferred and 1,310 shares of 
common stock. Another feature of the 
past year was the writing down of the 
$2.2 millions valuation for goodwill to a 
nominal value of $1. 


Lease and Tax Uncertainties 


There are some uncertainties in the 
situation which should be¢ome of decreas- 
ing importance as recovery progresses. 
The lease problem has not been a serious 
factor for National Tea as the bulk of its 
stores are on short term rentals. In fact 
its realty subsidiary, Nateco Realty 
Trust, earned $38,478 last year, or almost 
as much as the $40,000 earned in 1931. 
But the bulk of the company’s stores are 
located in states and cities where anti- 
chain propaganda has been rampant 
although no important tax legislation has 
been passed up to the present. Over 1,000 
of the stores or about 70 per cent of the 
chain are located in and around Chicago 
with the balance scattered in the states 
of Minnesota, Wisconsin, Indiana, Iowa, 
North and South Dakota, Michigan, and 
Missouri. Of these states only Indiana 
and Wisconsin now have discriminatory 
taxes in effect. Illinois has a sales tax 
under consideration, but this would not 
discriminate between the chains and in- 
dependents. 

Among the possible taxes which could 
adversely affect National Tea, the most 
serious would be a municipal license tax 
in Chicago. The dire need for revenue 
in that city might force an early con- 
sideration of a tax which would dis- 
criminate against the chains. The fact 
that a half-dozen medium-size cities are 
collecting such taxes successfully at pres- 
ent is a good argument for one of the 
country’s largest cities to give such levies 
a trial. But aside from this uncertainty, 
National Tea appears to possess most of 
the attributes which are necessary to make 
a better-than-average speculation. 
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Stock Market Laggards 


A selection of five stocks which appear to be ‘‘behind 
the market” on the basis of earnings prospects 


ICKING and choosing the true lag- 

gards of the stock list, especially 

in the low price division, affords 
many hazards, for price alone is no cri- 
terion in selections of this kind although 
it is sometimes an excellent guide. Among 
the issues which seldom appear as trading 
favorites are many which are undervalued 
as measured by earnings prospects and 
financial position despite the fact that 
they may have changed radically in price 
because of the general trend of the 
market. 

The advance which has been registered 
from the low point on March 2, 1933, has 
developed a number of situations which 
qualify as laggards, and out of a group 
of several dozen issues, five stocks have 
been selected as being ‘behind the mar- 
ket.”” Not that they have not already 
shared in the general advance, but more 
important, the prices of the shares have 
not discounted to any important extent 
the improvement which appears to be 
indicated for the approaching months. 
One factor alone, that none of these com- 
panies has been threatened with receiver- 
ship or financial reorganization, suggest 
that each will survive the depression with- 
out serious financial difficulty. And with 
this factor in mind it may be assumed that 
the prospect of business recovery should 
ultimately be reflected in their prices. 
The five stocks which have been selected 
are American Metal, General Cable, In- 
terstate Department Stores, Ludlum 
Steel and Western Maryland Railway 
second preferred. 


4 American Merat, as one of the leading 
mining, smelting and refining companies 
engaged in the production and sale of 
gold, silver, copper, lead, zinc, sulphuric 
acid and assorted non-ferrous metals, is 
in a position to share in the revival of 
metal trade and any accompanying price 
rise. The discount at which the dollar is 
now quoted in the foreign exchange mar- 
kets is a beneficial development for Ameri- 
can Metal because of its large interests in 
South African copper properties, including 
Rhodesian Selection Trust and Roan 
Antelope. Capitalization consisting of 
$16.7 millions of 54% per cent notes, due 
April 1, 1934, and $6.7 millions of $6 
cumulative preferred stock of $100 par 
value provides a good leverage factor for 
the 1.2 million no par common shares 
outstanding once earnings begin to ex- 
pand. Financial position is strong with 
current assets of $18.7 millions (including 
eash of $3.7 millions and inventories of 
$7.7 millions), over six times current lia- 
bilities of $2.8 millions. Operations have 
been conducted at a loss since 1930 due 
in part to extraordinary charges but in 
the first quarter of this year the net loss 
was only about one-third that of the 
December, 1932, quarter. The most im- 
portant financial problem appears to be 
the refinancing of the $16.7 bond issue 
(now quoted at 82) next April, but further 
improvement in the bond market will 
greatly facilitate this operation. 
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4 GENERAL CaBLB, a leading copper fab- 
ricator, has plants strategically located to 
serve all sections of the country with all 
kinds of copper wire and cables, from the 
finest enamel wire to the largest type of 
cable. Manufacturing also includes brass 
and bronze wires, tubing and copper rods, 
and in the past two years a line of insu- 
lated aluminum wires and cables has been 
developed. Up-turns in copper and alumi- 
num prices and a pick-up in demand 
should be helpful in restoring profitable 
operations. Heavy write-offs and read- 
justments of the past two years as well 
as many economies introduced should 
speed earnings recovery during a period 
of business improvement. A good leverage 
for the common stock is indicated by the 
fact that $13.9 millions of 5% per cent 
first mortgage bonds (maturing July 1, 
1947), $15 millions of 7 per cent cumu- 
lative preferred of $100 par value and 
396,368 shares of class A stock are senior 
to the 492,500 shares of common stock. 
Current assets of $7.9 millions include 
$3.1 millions of cash and $3.8 millions of 
inventories and were over eleven times all 
current liabilities of $632,418. Net losses 
were reported for 1930, 1931, 1932 and 
the first quarter of 1933 and the balance 
sheet shows a deficit of $3.1 millions, but 
the latter could be wiped out by a simple 
bookkeeping operation. American Smelt- 
ing & Refining owns a large interest in 
the situation. 


4 INTERSTATE DEPARTMENT STORES op- 
erates as a holding company controlling 
35 stores located in as many medium 
sized cities in the eastern, middle western 
and southern states. Each unit operates 
as a separate corporate entity but the 
parent company handles the centralized 
buying, advertising and financing of the 
chain. Stores are all of the popular price 
variety carrying no furniture or musical 


-instruments. Sales are made for cash only, 


and there are no credit accounts or install- 
ment plans. Increases in employment and 
higher wages in many of the industrial 
communities served would be constructive 
to sales as would an improvement in 
retail prices. Capitalization is simple 
with no funded debt and only $2.5 millions 
of $100 par 7 per cent preferred stock 
ahead of the 203,602 no par common 
shares outstanding. Financial position is 
strong with current assets of $3.6 millions, 
including cash of $475,702 and inventories 
of $2.8 millions, four times current lia- 
bilities of $902,328. Thus inventories at 
the year-end were equivalent to nearly 
$14 a share of common, and cash equal to 
about $2.30 a share. Earnings have fol- 
lowed a downward trend since the com- 
pany was organized in early 1928 but 
1932 was the first year in which a net loss 
was shown. A recent change in manage- 
ment is expected to result in more effi- 
cient operations. 


4 LupLvoM STEBL, while one of the smaller 
units in the steel industry, has provided 
part of the leadership in the development 


of specialty alloy steels which are used 
primarily in the automotive industry and 
to a lesser extent in the manufacture of 
machine tools, building specialties, chem- 
ical apparatus and oil refinery equipment, 
Recent improvement in the motor indus. 
try is a constructive development and 
further expansion in automobile produe- 
tion should put Ludlum at its pay-point. 
No funded debt and only 46,050 shares of 
$6.50 no par preferred stock precede the 
outstanding 198,405 shares of $1 par 
common stock. Current assets tctalling 
$2.6 millions include cash of $637,324 
and inventories of $1.7 million and are 
11 times current liabilities of $115,603, 
Operations since 1929 have resulted in 
losses ranging from $99,000 to $474,000. 
Economies introduced during the past 
two years are expected to be helpful. 


4 WesterN Marytanp RaILway op 
erates 391 miles of road westward from 
Baltimore to the important West Vir- 
ginia bituminous coal fields, controlling 
an important connecting link in the re- 
cently developed Baltimore-Great Lakes 
route and with the Pittsburgh & Lake 
Erie constitutes the shortest route from 
Baltimore to Pittsburgh. In conjunction 
with the Pittsburgh & West Virginia a 
new extension from Cochran’s Mill to 
Connellsville, Pa., has been constructed 
to afford better access to the steel pro- 
ducing centers surrounding Pittsburgh. 
Over 75 per cent of the freight tonnage 
originated on the line is represented by 
bituminous coal and because of this, 
revenues have held up relatively better 
than those of roads dependent on other 
commodities. The West Virginia coal 
fields have not been subject to the labor 
difficulties encountered in most mining 
districts during the past three years. 
Ownership by the Baltimore & Ohio of 
practically all of Western Maryland’s 
first preferred stock and considerable por- 
tions of the second preferred and common 
has facilitated exchange of traffic at inter- 
connections. Capitalization is fairly well 
balanced with $62.4 millions of funded 
debt ahead of $17.7 millions of $7 cumu- 
lative first preferred stock and $6.4 
millions of $4 non-cumulative second pre- 
ferred stock, both of $100 par value. 
There are outstanding $530,529 shares of 
$100 par common stock. Financial posi- 
tion is adequate with cash alone one-half 
of current assets of $4.3 millions, against 
current liabilities of $3.1 millions. Fixed 
charges have been covered throughout the 
depression and the road has had no reason 
for requesting help from the R. F. C. 
Earnings are somewhat below the divi- 
dend requirement on the first preferred 
and nothing is being earned on either the 
second preferred or the common shares 
but any improvement in the demand for 
coal by the steel industry or other large 
industrial centers could quickly change 
this condition. The second preferred 
stock, which is convertible into common 
on a share for share basis, appears to be 
the more attractive opportunity. 
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Why the Strength in High Grade Bonds? 


Edited by GEORGE H. DIMON 


ment of the gold embargo which was 

the definite confirmation of the de- 
parture of the United States from the 
gold standard, and the news of the Ad- 
ministration’s support for the Thomas 
amendment to the farm bill, high grade 
bonds made the traditional response—a 
sharp decline based on the prospects of a 
reduction in the purchasing power of the 
bondholder’s dollar. Shortly thereafter, 
there was a pronounced recovery in both 
U.S. Government and high grade corpora- 
tion bonds, and since that time, the strong 
tone of gilt-edged bonds has been im- 
pressive. 

Although this might appear to be a 
paradox, there are a number of sound 
reasons for the sustained strength in these 
sections of the list which superficially 
seems so surprising. The good market 
for Governments may be most readily 
explained. The first provision of the 
Thomas inflation measure gives authority 
for the purchase of up to $3 billions U. S. 
Government bonds by the Federal Re- 
serve Banks. The current indications are 
that this measure for credit inflation will 
be fulfilled in large part, while there is 
considerable doubt that any extensive 
use will be made of the authorizations of 
currency inflation included in the bill. 

If billions in fiat currency should be 
issued by retiring Government obliga- 
tions with unsecured money, this would 
almost certainly impair the Govern- 
ment’s credit to an extent which would 
make inevitable a decline in the market 
for Government bonds. Since the infla- 
tion bill is permissive and not mandatory, 


Fe a few days after the announce- 


. and since there have been a number of 


developments which indicate that the 
bond purchase plan and natural business 
recovery will produce a sufficient rise in 
prices to satisfy the Administration, there 
is as yet no reason to believe that the 
Government’s credit will be impaired by 
radical measures. 

As long as there is no impairment of the 
Government’s credit, large scale pur- 
chases by the Federal Reserve Banks 
should tend to raise the price of U. S. 
obligations. In this connection, it is worth 
while noting that there is likely to be an 
important distinction between the pur- 
chases to be undertaken under the infla- 
tion bill and those made by the Reserve 
Banks during the credit expansion cam- 


AN UNDERVALUED BOND 


ORTHERN PACIFIC refunding & 
improvement 5s, 2047, have recently 
been quoted between 60 and 65 per cent of 
par value. In this price range they offer a 
yield of about 8 per cent. This yield 
appears attractive in view of the financial 
strength of the company and the indica- 
tions that a bond of this type would suffer 
no adverse effects from moderate infla- 
tionary policies. On the contrary, a con- 
trolled inflation would benefit this com- 
pany, and tend to strengthen the position 
of the refunding and improvement bonds. 
The most important traffic items of 
the Northern Pacific are wheat, coal, lum- 
ber, iron ore, petroleum products, and 
building materials. As a result of the 
recent higher prices for agricultural prod- 
ucts and increased activity in the steel 
industry, the road’s wheat and iron ore 
loadings have shown sharp gains in April 
and May, and other traffic classifications 
have also benefited. The Northern Pacific 
earned 86 per cent of fixed charges in 
1932, and while the report for the first 
quarter of 1933 will show a decline as 
compared with last year, the second quar- 
ter report should record substantial im- 
provement. 


‘paign which was carried out in the first 


half of 1932. The Reserve Banks’ pur- 
chases in that period were concentrated 
largely in short term obligations. Such 
purchases did not have any direct effect 
upon the market for long term Govern- 
ments, in which category the public is 
mainly interested, short terms being held 
largely by institutions. Since the end of 
1932, although the total Reserve Bank 
holdings of U. S. Government obligations 
have shown very little change, there has 
been a gradual but steady transfer from 
short term certificates and discount bills . 
to issues having maturities of longer term. 
This presages concentration in relatively | 
long term issues, such as those traded on 
the New York Stock Exchange, when the 
new bond purchasing program is carried 
into effect. 

From another viewpoint, reasons for 
strength in the Government bond market 
can be found in the progress made 


toward balancing the Federal budget 
(except for capital outlay expenditures) 
and the improvement in the business 
situation. As prices rise, business activity 
increases, and this means increased tax 
collections by the Government. A pos- 
sible threat to the market for outstanding 
Government bonds can be found in the 
plans for public works and mortgage re- 
funding, but there is as yet no reason to 
believe that the good impression made by 
the approach to balance between the 
receipts and expenditures for ordinary 
account will be offset by new Government 
bond issues of staggering size. 

A different situation exists in respect 
to high quality corporation bonds. There 
is no prospect for direct support for this 
section of the market in the form of 
Federal Reserve Bank purchases. In the 
long run, the market action of high 
grade corporation bonds will depend tipon 
interest rates and the level of commodity 
prices. A very low interest rate level 
always provides strong support for gilt 
edged bonds, corporation as well as Gov- 
ernment obligations. To this extent, the 
large Government bond purchases ex- 
pected under the terms of the inflation bill 
will help the corporation bond market as 
well as that for Governments, since 
pumping Federal Reserve credit into the 
financial structure on a large scale will 
tend to keep interest rates low, at least 
until there is a substantial expansion in 
business activity. 

If commodity prices were to continue 
their sharp rise for several months, this 
would probably eventually drive down 
the price level of high grade corporation 
bonds, because of the reduction in the 
purchasing power of the bondholders’ dol- 
lar. The extent to which this trend will 
materialize depends upon the extent to 
which the President’s broad powers under 
the inflation bill are utilized. If the pres- 
ent indications of relatively conservative 
use of these powers prove correct, no 
material market losses in high grade 
bonds need be expected. 

On the other hand, if the price advances 
go beyond present conservative expecta- 
tions, high grade bonds will suffer, and 
second grade and speculative bonds will 
benefit. The best hedge is apparently the 
purchase of medium grade bonds such as 
the issue which is briefly analyzed on 
this page. 
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Chickasha 
Cotton Oil 


Low Priced Speculation 


Commodity prices constitute a very important factor affecting this company’s 
earnings, for inventories in the last report were the equivalent of half the current 
price of its shares. In the past year the price of its principal product has appreci- 
ated more than 50 per cent, and in six months Chickasha was able to earn more 
than in its entire 1930 fiscal year. 


since 1928, sales and earnings 

of Chickasha Cotton Oil Company 
from 1929 to 1931 displayed a definite 
downward trend, but the company’s 
statement for its fiscal year ended June 
30, 1932, contained a suggestion that ex- 
penses were coming under better control, 
and the report for the six months ended 
last December 31 carried further indica- 
tions of improvement. Revenues are de- 
rived from the sale of cotton seed products 
and from the ginning of cotton, and sales 
and gin earnings declined from $30.8 
millions in the 1928 fiseal year to only 
$8.7 millions in the year ended last June. 
On a per share basis, earnings dropped 
from $5.59 in 1928 to nil for 1931 and 
1932 (all dates referring to the company’s 
fiscal year). 


1028 on a falling market 


The Trend of Prices 


During the period under review, the 
price of cotton seed oil followed an al- 
most uninterrupted downward trend from 
an average of about 10.50 cents a pound 
to about 3 cents a pound in May of last 
year. Despite the fact that prices fell 
more than 50 per cent during the 1932 
fiseal year, and sales were off 32 per cent, 
the company was able to transform a 
1931 operating deficit of $483,000 into a 
moderate operating profit of $56,000. A 
comparison of spot prices as of June of 
each year with sales and operating profits 
gives the following picture: 


Cotton 
Seed 
Oil Sales Operat- 
Year ended Per and 
June 30: Pound Ginnings Profits 
10.57c. $30,817,000 $1,653,000 
Ses 9.71 25,189,000 1,174,000 
eee 8.26 23,743,000 364,000 
1931 6.73 12,972,000 D483,000 
ee 3.36 8,773,000 56,000 
D— Deficit. 


Operations fall into two distinct cate- 
gories. Cotton is ginned for farmers on 


a custom basis, for which the company 
receives a fee. It retains the by-prod- 
ucts of the ginning process, which include 
cotton seed, linters and hulls. These are 
then processed, cotton seed oil consti- 
tuting the most important item. Al- 
though the ginning season is at its height 
during the fall months of the year, the 
best season in sales of the by-products 
comes in the spring, and it is from that 
source that the company normally derives 
the larger portion of its revenues. In the 
light of that situation, it is perhaps 
significant to note the improvement indi- 
cated by the report for the six months 
ended December 31, 1932. Unfortu- 
nately, Chickasha has only this year 
begun the practice of publishing semi- 
annual statements, so that no direct com- 
parison is possible. 

However, total revenues for the last 
six months of 1932 amounted to $8.1 
millions as against $8.7 millions for the 
entire 12 months to June 30, 1932. In 
addition to this sales increase, the com- 
pany had the benefit of stable prices for 
cotton seed oil. As of June 30, 1932, spot 
quotations were around 3.50 cents a 
pound; some rise occurred in subsequent 
months, but at the year-end the price 
stood at 3.55 cents, registering only a 
small net change. As a consequence, the 
company was able to show a profit avail- 
able for the common stock for the first 
time since 1930, in which fiscal year earn- 
ings of 73 cents a share were derived from 
revenues of $23.7 millions. From the 
$8.1 millions revenue obtained in the 
latter half of the 1932 calendar year the 
company was able to derive earnings of 
79 cents per share. 


Financial Position Strong 


Following the turn of the year, cotton 
seed oil prices have advanced further, last 
week’s spot quotation crossing 4.70 cents 
a pound and giving Chickasha a good 
profit on its stocks on hand. As of last 
June, the company’s inventories stood at 
$1.8 million, the equivalent of about $7 
per share of stock. Other balance sheet 
items on that date showed the company 
to be in satisfactory financial position. 
Cash at $660,000 was five times greater 
than entire total liabilities of $125,000, 
and the decline in cash from the 1931 
statement was accounted for by an almost 
equal increase in inventories. Working 


capital ratio was 22-to-1, and 255,00 
shares of common stock constitute sole 
capitalization. 

As an indication of the management's 
opinion concerning prospective earnings 
developments, the common stock has 
been returned to the dividend paying 
class with a 25-cent quarterly disburse 
ment May 1. At current prices for the 
shares, the indicated yield is approxi 
mately 614% per cent, and the stock is 
selling for about ten times the annual 
earnings rate established in the half-year 
ended last December. Further improve 
ment in the cotton seed oil price situation 
would be translated into further earnings 
gains, as would additional progress by the 
general business situation. The issue 


must be regarded as speculative, but it 
appears to possess possibilities based on 
the company’s longer term prospects. 


Che Investors’ 
Platform 


EFORE the investing public 
can feel assured of the exist- 
ence of the fullest measures 

for its protection, Tae FinaNciaL 
Wor .p believes necessary, and it 
insists upon, the adoption of the 
essential reforms outlined in the 
following platform. The more 
insistent that investors are for the 
inauguration of these reforms, the 
more quickly will the day arrive 
when these safeguards will become 
a part of our financial structure: 


I. Public Directors 
II. Independent Audits 
III. Standardized Reports 
IV. Constructive Trading 
Reforms 
V. Independent Protec- 
tive Committees 
VI. Full Publicity on Secur- 
ity Offerings 


A special article has been pre- 
pared concerning the great need 
of these reforms and the power of 
investors to bring about their 
adoption, a copy of which will be 
mailed to any interested investor. 
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Two months after his inauguration, 
President Roosevelt in his second national 
broadcast again took the public into his 
confidence by telling just what he has 
accomplished during his short time in 
office. Without the intention of ignoring 
Congress, the President apparently holds 
that since he represents the people at 
large in the great crisis through which 
the country is passing, they should be 
kept informed of the progress toward re- 
covery that is being made through the 
instrumentality of government agencies. 


His account of his stewardship was ad- 
dressed to his audience in such plain and 
simple language that all who could hear 
were able to understand him. In this re- 
spect his talk was inspiring, for if he can 
maintain public confidence in the earnest- 


‘ ness of his Administration in overcoming 


the depression, his batting average of 75 
per cent will be helped along consider- 
ably. 


Ir 1s well to note some of the pledges al- 
ready performed and those scheduled to 
be attempted in order to determine how 
intelligently the President is going about 
meeting the critical situation that con- 
fronts him. The things he has already 
done, such as reducing the government 
budget, putting through the beer bill, the 
gold embargo and restoring the bank 
situation to a sound footing, are actuali- 
ties with which the public is already 
familiar. From those actions the public 
has already derived considerable faith in 
his ability to carry out the things still re- 
maining to be done and for which his 
Administration has laid out a _ well- 
planned program. These consist of re- 
storing solvency to the railroads, re- 
establishing prices so that the farmer can 
again operate his farm at a profit, estab- 
lishing industry on a basis whereby it 
can overcome cut-throat competition, 
maintain and increase wages and expand 
production on a profitable basis. This is 
an ambitious program but its ends are 
not unattainable provided the President 
and his Administration can secure the co- 
operation of the different units that make 
up our industrial life. 


— in a measure, did the Presi- 
dent allay the fear that we were entering 
upon a period of uncontrollable inflation 
by simply stating in the clearest language 
that it was not his intention recklessly to 
use the permissive power granted him 
under the Thomas Amendment. He in- 
tends to employ this authority only 
when, as, and if needed. 


Ix A like degree did he clarify the 
necessity confronting the Administration 
at the present moment of keeping our 
gold reserves intact. The President with 
his usual clarity in making simple the 
complications of our financial machinery 
explained the reasons why it would be un- 
fair to pay one class of creditors, a small 
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percentum at 
the most, in 
gold to the dis- 
advantage of 
the majority of 
other creditors. 
Yet throughout 
his radio talk there was not & single ad- 
mission that the nation has gone off the 
gold basis except for technical reasons. 


Mk. RooseEveE tT pointed out that if all 
holders of so-called gold obligations 
stepped up to the counter and demanded 
payment in this specie, only one out of 
every twenty-five could be satisfied—the 
rest would have to accept the currencies 
of the government or its credit in pay- 
ment for their obligations. Therefore, it 
was not his intention, or that of his Ad- 
ministration, to establish a favored ad- 
vantage for a small minority over the 
great majority. Moreover, he thereby 
prevented an opening of the government 
sluice gates from which our gold reserves 
could be depleted and once more plunge 
the country into a tail spin, especially 
when it is more than ever necessary for 
him to carry out his constructive program, , 
and necessary that every possible “om 
should be effectively sealed. 


Iw CONNECTION with this phase of the 
gold problem, another interesting point 
not heretofore touched upon could well be 
considered and that particular point is 
the deception—well meant, no doubt— 
practised upon the investing public by 
the promise to pay in gold. This decep- 
tion was participated in by the govern- 
ment as well as by private businesses dur- 
ing the war when it was necessary to 
provide the country ‘with billions of 
dollars to finance military activities. The 
promise was made that payment of in- 
terest and principal was to be in the 
form of the yellow metal. It was known 
then, as it is known now, that if all these 
payments had to be made at one time, in- 
sufficient gold was available for that pur- 
pose. In a similar manner corporations, 
whether operating in the manufacturing 
field or exploiting real estate, wrote into 
their mortgages the same clause without 
realizing that if there was a scramble for 
payment in gold it could not be met. 


Tat is as interesting a point as is 
another in regard to the so-called gold 
clause. It bears upon the nature of the 
payment when bond issues were sold to 
the investors. Such payments were usually 
made in the form of the existing currencies 
of the country or in shape of checks, and 
rarely in gold itself. However, gold was 
accepted throughout the world as the 
basic yardstick to measure values. It 
was never meant at any time to be used 
except upon the individual’s demand for 
payment of these obligations. This 
change occurred only when the world 
crisis produced depreciated currencies and 
thus in numerous places established a 
premium for gold, giving holders of the 


Odd Lots 


By purchasing 10 shares of 
stock of the leading companies 
in 10 diversified industries, 
greater margin of safety is 
obtained than by purchasing 
100 shares of any one issue. 


Adverse conditions may arise 
in which any industry might 
be affected, but it is unlikely 
that the ten industries would 
be affected simultaneously. 


Many advantages of trading in 
Odd Lots are explained in an 


interesting booklet. 
Ask for F. W. 577 


100 Share Lots 


John Muir&@ 


39 Broadway New York 
Branch Ofice—11 West 42nd St. 
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Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request. 
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Complete 
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GOODBODY & CO. 


Members New York and Philadelphia Stock 


Exchanges and New York Curb Exchange 
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1424 Walnut Street, Philadelphia, Pa. 
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COMING DIVIDEND MEETINGS 


Monday, May 15 


Asso. Investment Co. 


— & Queens Transit Paterson & P: 


du Pont de Nemours 
Rubber 


Linotype 
Meyer (H. H.) og Co. 
(Pfd.) 


Lexington Utilities Co. (Pfd.) 

Marine Midland Corp. 

Mayflower Associates 

Morrell & Co. 

assaic Gas & El. 

Public Service Elec. & Gas 
(Pfd.) 


Reeves (Daniel) 
Gas Co. (Pfd.) 
Schiff Co. 

Spencer Kellogg 


Standard Gas & e& El. Co. om ) 
Wellington Oil Co. Ltd 


May 16 

New England Tel. & Tel. 

Niagara Hudson Power 

N. Y. & Queens Elec. Light & 
Power Co. 

Pet Milk Co. (Pfd.) 

Pratt Food Co. 

ot Service Co. of Colorado 


(Pfd.) 
Public Service Co. of N. J. 
Texas Corp. 
Virginia Public Service Co. 
(Pfd.) 


Wednesday, May 17 


American Cigar _ 
Amer. > Refining 
Amer. Tel. & Tel. 
Beneficial Loan 
British Amer. Oil 


foe City Power & Light 


-) 

Memphis Natural Gas (Pfd.) 
N. Y. Transportation Co. 
Omnibus Corp. (Pfd.) 
Perfect Circle Co. 
Public Service Co. of Okla- 

homa (Pfd.) 
Raybestos-Manhattan Inc. 
U.S. Foil Co. 
Waldorf System, Inc. 


Thursday, May 18 


Alpha Retest Cement (Pfd.) 
Bon Ami 


— Patent Fire Arms 


Continental Gin 
Dominion Bank, Toronto 
Duquesne Light (Pfd.) 


Andian National Corp 
Armour & Co. (Del.) rt ) 
Bangor & Aroostook R. R. 
Commonwealth Loan (Pfd.) 
Detroit City Gas (Pfd.) 
Electric Storage Battery Co. 
Kings County Lighting 

Island Lighting (Pfds.) 
Mesta Machine Co. 


Engineers Public Service Co. 


) 
Florence Stove Co. om 
Gillette Safety Razor C 
Illinois Water Service (Pta.) 
International Harvester Co. 


Penna. Water & Power Co. 
Quaker Oats Co. 
Scott Paner Co. 

Stand. Oil, Ohio (Pfd.) 
United Gas & Electric Corp. 


Wilcox Rich Corp. 


Saturday, May 20 


Boston & Albany R. R. 
Dominion Stores, Ltd. 


Natl. Sewer Pipe Co. 


Monday, May 22 


California Ink Co. 

Clorox Chemical Co. 
CommonwealthUtilities(Pfd.) 
Foster-Wheeler Corp. (Pfd.) 
Humble Oi! & Refining Co. 
Ohio Edison Co. (Pfd.) 


Light & Power 
wr Gold Mines of B. C. 


a Oil Co. (Pfd.) 
South Penn Oil Co. 


Tuesday, May 23 


Crowell Publishing Co. 
Irving Trust Co., N. Y. 
Lindsay Light Co. (Pfd.) 
Michigan El. Pow. Co. (Pfd.) 


Monsanto Chemical Works 
National Gypsum Co. 


San Joaquin, & Power 
Corp. (Pf 


Wednesday, May 


American Bank Note (Pid.) 


Metropolitan Ice Co. (Pfd.) 
National Breweries Ltd. 


» New England Power Assn. 


-) 
Hackensack Water Co. (Pfd.) 
Hearst Consol. Publications 
Illinois Bell Tel. Co. 
Mathieson i Works‘Inc. 


New York Tel. Co. (Pfd.) 

North American Co. 

Nova Scotia Light & Power 
Co. Ltd. 


Union aD Light & Power 
Co. (Pf 


Thursday, May = 


American Hard Rubber p24 ) 
Co. 

d.) 
Commercial Credit Co. (Balt.) 


(Pfd.) 
of N. Y. 
Devoe & Co. (Pfd.) 
— uel Associates 
Equitable Office Building 


Freeport Texas Co. (Pfd.) 
General American Trasport. 


470 


General Railway Signal Co. 

Halifax Fire Insurance Co. 

Leslie-California Salt Co. 

National Distillers Products 
Corp. (Pfd.) 

National Lead Co. 


Pid. ) 
Yale & Towne Miz Co 


metal a greater purchasing advantage 
over those carrying on their business in 
the currencies of their country. 


Ir GOLD was not commanding a premium 
we would hear less about the sanctity of 
contracts, especially on the part of those 
who in their own circle of operations have 
already depreciated their own currency. 


Au that the President and his Ad- 
ministration desire is to produce a con- 
dition of stability that will permit the re- 
sumption of the gold standard on a basis 
of permanent stability. The Adminis- 
tration’s action can thus be construed as 
an emergency measure and not as any 
plan to und depart from gold. 


Tar the President himself is firmly 
committed to a sound gold standard is 
more or less admitted in the joint com- 


v 


munique issued by himself and the 
Italian representative, Guido Jung, in 
which it was agreed that gold, and gold 
alone, was the only standard to which 
the world could safely agree as a medium 
of international exchange. By his words 
must one be judged, and the President by 
his words remains a firm believer in gold as 
the keystone of sound currency. 


Dasrrrs all this leaven that the gold 
clause has stirred up, the controversial 
opinions engendered by the program of 
the government to restore prosperity, 
business is forging ahead and establishing 
encouraging evidence that, if continued, 
little inflation will be required to stimu- 
late it, and if at the Economic Conference 
of the Nations of the World agreement 
can be reached for an _ international 
stabilization of currency and a reduction 
of tarnff barriers, that too will make it un- 
necessary to resort to inflation. 


Cities Service Reports Progress 


Te opening on April 25 of the 
Federal Trade Commission’s hear- 
ings in its investigation of the activi- 

ties of the Cities Service Securities Com- 
pany was marked by testimony that 
during the stoek market crash of October, 
1929, this subsidiary of Cities Service 
Company spent more than $128 millions 
purchasing some 2,372,000 shares of the 
common stock of the parent company. 
The Commission’s examiner stated that 
the market activities of this Securities 
Company constituted “an outstanding 
example of what is believed to be a general 
practise in modern finance and stock 
market control.’’ These activities were 
apparently an integral part of the broad 
policy of sale of Cities Service securities 
to small investors throughout the coun- 
try, and much interest is centered in the 
question of whether the investigation will 
result in modification or suspension of 
future activities of this kind. 

From an operating viewpoint, and so 
far as Cities Service itself is concerned, 
the past year witnessed a strengthening 
of financial position despite earnings 
shrinkage resulting largely from general 
business conditions. 


A Most Complete Report 


In the most complete annual stock- 
holders’ report of its history, Cities 
Service revealed consolidated 1932 net 
earnings of $5.5 millions applicable to the 
parent company preferred and common 
stocks, compared with $7.2 millions in 
1931. Thus fixed charges were earned 
1.04 times last year as against 1.20 times 
in 1931, while the deficit on the common 
after allowing for regular preferred divi- 
dends was increased from 0.5 cent to 5 
cents per share. This isa relatively better 
showing than was made in 1931, which re- 
eorded a much sharper decline from the 
net of 68 cents per share of common in 
1930. 

The latest report of the most impor- 
tant electric power and light subsidiary 
showed a decline of 43 per cent for its 
fiscal year ended June 30, 1932, whereas 
the Cities Service net as given above 
is off only 24 per cent. The natural 
inference is that improvement in oil oper- 
ations, which constitute 50 per cent or 


more of the total, accounts for most of the 
difference. The balance of operations is 
divided nearly equally between electric 
and gas services, and this broad range of 
activities places the company in a rather 
unique position with respect to analysis 
of its status since it can not be judged 
by the standards of any one of these cate- 
gories and division of the reported figures 
into these classifications is not given. 

For example, the financial status as 
indicated by a current ratio of slightly 
better than 1-to-1 might be considered 
satisfactory for a public utility enterprise, 
but would appear rather weak and un- 
favorable by comparison with the strength 
exhibited by most of the important oil 
companies. On the other hand, the man- 
agement has faced important financial 
problems in the past year and has met 
them successfully. At the beginning of 
1932 notes payable and funded debt ma- 
turing within twelve months totalled 
more than $110 millions, including $35 
millions of Toledo Light & Power notes 
whose refunding constituted the largest 
single piece of public utility financing of 
the year. At the end of the year, the 
total debt maturing within twelve months 
had been reduced to $61.5 millions, of 
which $19.2 millions have been since re- 
placed by notes payable due after January 
1, 1934. Furthermore, important con- 
struction projects which required large ex- 
penditures in prior years have been practi- 
cally all completed, and capital expendi- 
tures for 1933 are estimated at less than 
$12 millions, compared with $17 millions 
in 1932, $55 millions in 1931 and $170 
millions in 1930. 


Alleviating Financial Strain 


Measures during the year for allevia- 
tion of financial strain were substantial, 
including omission at mid-year of parent 
company common and preferred divi- 
dends and a number of subsidiary pre- 
ferred dividends to a total estimated cash 
saving of about $20 millions per annum. 

The parent company stocks (both pre- 
ferred and common) are obviously in a 
rather speculative position, and will con- 
tinue so until a definite upward trend of 
earnings has been established and further 
financial improvement is achieved. 
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BREVITIES 


Or Gossip a Customers’ Man thoge 


Hears Around Broad and Wall fay. 


Banxers under investigation do not fear an exposé of former profits as much as 
- the revelation of their extensive losses of the past few years and the resultant loss of 
prestige. . . . That A. D. T. to Western Union dividend: is to be Pecora-ed at Wash- 
ington. . . . Do not be surprised to hear of plans shortly to include the insurance 
companies in the Federal Reserve. . . . That Perkins labor bill refers to the Secre- 
tary as “him”; her chauffeur quit because of thirty hours work in two days... . 
The Exchange is trying to find an answer to Allied Chemical’s defense, that if banks 
and jnsurance companies can carry equities at an unvalued basis, why not them? 
. The complaints of patrons are making that movie company hang its head 
for presenting all presidents except one in its President’s Day film. . . Yes, and 
that movie executive’s private golf course is going public for he hasn’t caddie fees left. 
. An independent steel erected a blast furnace for $1.1 million on the good pros- 
pects in 1930 and operated it only five weeks before recently selling it for scrap for 
$50,000. . . . The Finance Department of Switzerland is embargoing gold exports, 
which freezes lots of exported gold hoards. . . . Al Smith will not be politically 
minded for long if that six-figure job offer comes through. . . . 


Grorce Gov.p’s estate has shrunk from $17 millions to $324,000. . . . The new 
sauerkraut exchange in Cleveland has elected Lon P. Flanagan as president—and 
don’t blame that on handsome Adolph. . . . Sears, Roebuck is letting concessions to 
A. P. in its stores for the first time. . . . Women stockholders have doubled and 
stockholders’ inquiries to the companies have quadrupled, if you know what that 
means. . . . Baron Louis Rothschild got the gate as president of Credit Anstalt in 
this falling of the mighty era. . . . The national hook-ups are having the jitters over 
the permit granted to WLW (Cincinnati) for 500,000 watts. . . . Will Rogers is turn- 
ing over his radio remuneration to charities, so give the boy a big hand. . . . The 
Exchange had hardly clamped down on pool activities by certain groups when the 
big drive took the matter out of their hands. . . . Your new Comptroller of the 
Currency, J. F. T. O’Connor, is the law partner of W. G. McAdoo of nomination 
swaying fame.... 


Wruuam Woop1n has become too accustomed to reverses in his AF activities to 
believe rumors hinting at his resignation because of the inflation policy. . . . A new 
type paint goes through dampness and rust on metals and its coal-tar base and 
aluminum content are bothering the linseed oil grinders. . . . Friends and relatives 
are likely to be left to shift for themselves if the plans of one ambitious movie exec 
are carried out to combine and revivify Paramount. . . . A customer came in wild- 
eyed to sell his CN when he saw a man on horseback leading the trains on the west 
side and found that the old charter demands it. . . . Monte Carlo is back in the 
dividend column again, paying $4.20 a share after omitting last year. . . . The 
administration is having a hard job reconciling the contrary policies and views taken 
of the St. Lawrence waterways and Muscle Shoals developments. . . . That New 
England railroad has everyone from office boy to officers out selling excursion rail 
tickets in their spare time. . . . There are over $59 millions of matured Govern- 
ment issues still outstanding on which interest has ceased, saving the Treasury $2.5 
millions annually. . . The oil companies are going big-timer in their radio appeals 
with Arthur Brisbane the latest recruit at $3,000... 


Your President has sent word to the broadcasters that he likes his name pronounced 
with two syllables, as ‘‘ Rose-velt,’’ and that goes for you too. . . . The Buy Ameri- 
can Association was listed in the bankruptcy columns during the week. . . . Reo’s 
new gearless transmission with its threat of revolutionizing the motor industry has 
certain groups bidding for control above current market prices. . . . Herbert Hoo- 
ver’s practise of sleeping two hours and remaining awake for the next two is outdone 
by Jesse Jones of the R. F.'C., who sleeps only from 2 to 6 A. M., and Attorney- 
General Cummins, who rarely leaves his office before one or two in the yawning. 
Important insurance mergers are in the murmuring state. . Incensed at " the 
German turn of events, that big N. Y. department store cancelled ‘several tnillions of 
orders that had been placed. . . . Those stars alongside the names of Curb stocks 
is the code way of saying they are unlisted—if you happen to be interested. . . . 
That attempt to legislate the cancellation of all government contracts might have 
been used in cutting down the pay-gold on bonds but was primarily aimed at ocean 
and air mail contracts. . . . Trouble is brewing for the Chi Fair which in its official 
book spelled the Ancient Order of Hibernians with a B instead of an H. . . . Harry 
Sinclair showed Washingtonians ‘some style when he moved into his hotel with his 
lusty load of trunks when a short while ago bars on the windows gave him a different, 
outlook there. ... 
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WHAT ACTION 
TO TAKE NOW 


[XVESTORS interested in the present 
market situation will find in the 
current UNITED Opinion Bulletin: 


1. Market Outlook and Forecast. 
2. Buy, Sell, Hold: 


Cerro de Pasco, Deere, 
Bendix, Calif. Packing. 
3. One outstanding low - priced 
stock for the next advance. 


HIS bulletin and full information 
on the UNITED Opinion forecast- 
ing method sent free on request. 


Send for Bulletin FW-30 FREE 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. A re Boston, Mass. 


We invite inquiries from 
individuals who desire to open 


MARGIN ACCOUNTS 
either in 


100 Share Lots or Odd Lots 


OUR BOOKLET 


“Stock Exchange Service” 
sent on request for FW-17 


M. C. Bouvier & Co. 


M. C. Bouvier 
Member of N. Y. Stock Exchange since 1869 


R. A. Coykendall J. G. Bishop 
20 Broad St. New York 


Which Stocks Are 


Buy Now? 


Write for this 
report— gratis 


Babson’s 
Reports 


and the famous 
BABSONCHART 
Div. 48-48 Babson Park, Mass. 


= 


Established 1884 


YOU CAN BUY 
Good Securities 


in Small or Large Lots 


Partial Payments 


Ask for Booklet F.8 which explains 
our plan and terms 


James M. Leopold & Co. 
Members New York Stock Exchange 
70 Wall Street New York 
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THE MECHANICS 


HE problem of foreign exchange has 

long been of little concern to the 

man in the street, the dollar habitu- 
ally occupying a dominant position in the 
foreign exchange markets and no diffi- 
culty arising in obtaining any amount of 
foreign currency without losing any of the 
dollar’s high intrinsic purchasing power. 
That situation was completely changed 
with the placing of an embargo on gold 
shipments early in March, and the mystic 
maze of foreign exchange has now become 
front page news. An intelligent interpre- 
tation of that news is essential to the 
investor’s understanding of why a 5-cent 
drop in the dollar in terms of sterling 
should result in higher prices for such of 
his shares as represent companies that 
derive a part or all of their income from 
other countries. 


The Supply and Demand Factor 


Fundamentally, as in any trading 
transaction, prices for foreign currencies 
are determined by supply and demand 
and the foreign exchange banker trades 
in the various currencies as every mer- 
chant does in his products. Foreign ex- 
change, or credit balances in foreign cur- 
rencies, are built up through international 
trade and business relationships between 
the various nations. Through exports of 
agricultural products and manufactured 
goods, the United States acquires claims 
against the receiving countries and 
thereby creates a demand for dollars. 
Imports, on the other hand, cause a 
demand for foreign currencies in this 
country. If our export goods are shipped 
on foreign vessels, the respective country 
acquires dollar credits for payment of 
freight rates. The large expenditures of 
our tourists abroad provide foreign coun- 
tries with dollar balances as do remit- 
tances of immigrants to their old coun- 
tries. European investors in American 
securities must buy dollars for such trans- 
actions and, vice versa, American investors 
who place orders on foreign stock ex- 
changes must offer dollars and buy foreign 
currencies. 

During the period of heavy flotation of 
foreign bonds in the United States pre- 
vious to the depression, dollars were 
freely offered against foreign currencies. 
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At the same time these capital exports 
built up future claims against foreign 
countries and created a future demand for 
dollars to cover the annual interest 
charges and the gradual repayment of 
these loans. Intergovernmental debts 
(also referred to as ‘“‘war debts’? under 
prevailing arrangements) are another 
factor contributing to the demand for 
dollars by the debtor nations. 

If all the mutual claims existing —_ 
tween the different nations always bal- 
anced, there would be no problem of 
foreign exchange and consequently no 
fluctuations in the valuation of the various 
currencies. Before the war, international 
trade relationship was well regulated and 
relatively small gold shipments were suffi- 
cient to take care of the balances not 
settled by international exchange of 
goods. Currencies ordinarily fluctuated 
only between the upper and lower gold 
points, i. e., the points at which it would 
be profitable to ship gold for settlements. 
Today international monetary relation- 
ship is completely disorganized and in 
most countries we have foreign exchange 
control with the inevitable result of a 
paralyzed world trade which makes the 
liquidation of international claims still 
more difficult inasmuch as it prevents the 
accumulation of credits abroad. 


The Foreign Exchange Banker 


The medium through which the busi- 
ness in foreign exchange is transacted is 
the foreign exchange banker. If, for 
instance, an American cotton exporter 
sells cotton to England, he wishes to 
receive dollars—but the English importer 
pays in pounds. The latter therefore may 
instruct the American exporter to draw 
a bill in pounds on his London bank. This 
bill is then sold to a bank in this country, 
which sends it to its London correspon- 
dent and receives credit in pounds. 
American banker now can sell drafts on 
London to American importers of English 
merchandise or to Americans who need 
pounds for travelling expenditures in 
England. He also may sell his London 
credit balances to Americans desirous of 
investing in British securities. 

English exporters of cloth to the United 
States who invoice their merchandise in 
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dollars, draw against a credit established. 
by the respective American importer with 
an American bank and sell such drafts to 
an English exchange dealer who thereby 
acquires dollar balances in New York. 
The latter can then draw against this 
account and sell dollar drafts in London 
to anyone who has to meet obligations in 
dollars. 

The same procedure applies to the 
numerous commercial and financial trans- 
actions which take place every day be- 
tween these two countries and all other 
nations of the world. The exchange 
bankers in New York buy all the bills in 
pounds and other foreign currencies 
offered in the New York market and, 
vice versa, the London banker acquires 
all foreign drafts which become available 
every day. Due to the very close connec- 
tion of the markets by cable and radio, 
ordinarily quotations at the various cen- 
ters are virtually the same at any moment. 
Discrepancies are quickly corrected 
through the activity of international 
foreign exchange arbitrage. 


Seasonal Variations 


In normal times seasonal variations in 
the trade relationship between these two 
countries account for much of the fluctua- 
tions in the rate, with ensuing gold ship- 
ments, as long as both countries were on 
the gold standard. But in recent years 
tremendous capital transfers from one 
place to another has been a most dis- 
turbing factor. They occurred mostly 
during periods of sharp rises either in the 
London or New York security markets. 
At other times they were precipitated by 
fear and then took the form of a flight 
from the pound or the dollar into cur- 
rencies still on the gold standard. Such 
large capital transfers, which are not 
connected with and do not originate from 
shipments of goods, during the last few 
years have proved to be the most un- 
settling factor in the foreign exchange 
markets. Many governments therefore 
found it necessary to place the foreign 
exchange business under strict control or 
to intervene in the markets to avoid 
major fluctuations. 

Complete control is exercised in Ger- 
many, for instance, where all credits 
obtained in foreign currencies through 
trade or from other operations must be 
sold to the Reichsbank, which in turn 
sells only such amounts as will maintain 
stability of the Reichsmark around its 
gold parity. In England the government 
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tries to prevent wide fluctuations (and 
sharp improvement) in the value of the 
pound through the operations of its 
Equalization Fund. The administration 
of this fund places orders with the large 
London banks to sell or to buy foreign 
currencies to maintain the pound on as 
stable a basis as possible. With only few 
exceptions, nearly all countries have 
established foreign exchange control in 
one form or another. 

Currently the dollar is selling at a dis- 
count of about 15 per cent from its gold 
parity. The principal reasons are with- 
drawals of foreign funds held in New York 
and probably also a flight of American 
capital scared by the possibility of a sharp 
inflation. On the other hand, there are 
many reasons to believe that this dis- 
count should be only temporary unless the 
Administration should proceed to reduce 
the gold content of the dollar. 


Trade Balance Favorable 


Our balance of trade is favorable, we 
are the largest creditor nation and on 
balance the remainder of the world is 
heavily indebted to the United States, 
although many of our debtors have par- 
tially or completely defaulted on their 
obligations. Some of the offsetting factors 
creating demand for foreign currencies 
against dollars, such as tourist expendi- 
tures and: immigrant. remittances, are 
apparently on the decline. While there 
exists a potential demand for foreign 
currencies and offering of dollars in form 
of the American securities held by for- 
eigners (estimated at from $4 to $5 
billions), it is unlikely that enough of 
this will be liquidated to cause any dis- 
turbance in the foreign exchange market. 
On the other hand, this could be offset 
by the large amounts of foreign securi- 
ties held by American investors. 

As time goes on there should develop 
an increasingly strong demand for dollars 
(provided no fundamental changes are 
made in our monetary system) which is 
likely to eliminate the present discount 
and bring the dollar back to its gold 
parity. 
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Smiling Through 


ITH all the major happenings of the 

first two months in office President 
Roosevelt has naturally shown the strain 
of it all, but never has he lost his smile. 
The contagion of his cheerful and hopeful 
outlook has spread throughout all execu- 
tive branches of the Government and it 
should not be long before these smiles will 
be deeper because of real accomplishment. 
Members of the President’s family are 
equally impressed with his method of 
handling things, for his son-in-law Curtis 
B. Dall has just organized his own broker- 
age firm with smiling John J. Edgerton 
as his partner. Mr. Dall has been a 
member of the Exchange since 1930 when 
he paid $398,000 for his seat. Mr. Edger- 
ton, known to his fellow floor traders as 
the ‘perpetual bull,” bought his seat two 
years earlier. 
memberships, the new firm of Curtis B. 
Dall & Company are members of the 
New York Cotton Exchange and the 
Chicago Board of Trade and will handle 
commodities as well as stocks. 
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WETSEL 


Advisory Service, Inc. 


is the only organization that foretells market 
action and price swings through use of the 
Technical Factors developed by Mr. 4. W. 
Wetsel and applied under his personal su- 
pervision. These are the true governing 
factors that can be relied upon to foretell 
price trends. 


Through interpretation of market position 
by means of these Technical Factors every 
major and intermediate movement since 


October, 1929, has been foretold. 


A.W. Wetsel clients regularly are advised 
WHICH securities to buy—or sell, WHEN 
and at WHAT prices. 


If you are interested in obtaining this kind 
of investment and trading guidance, we in- 
vite you to send for complete information. 
Use the coupon or write. 


A. W. Wetsel Advisory Service, Inc. 


INVESTMENT COUNSELLORS 
Chrysler Building New York, N.Y. 


FW-6a 
Please send me, without obligatién, your booklet, “How to Protect 
Your Capital and Accelerate Its Growth ... Through Trading.” 


Besides the Exchange 


Electric Bond and 
Share Company 


Two Rector Street _ New York 


‘ 


When Writing to Advertisers + + + 
+ + 


“Please Mention THE FINANCIAL WORLD 


473 


| 
| 
i 
= 
| 
ts. 
ht 
ch 
gn 
: 
: 
| 
vid ‘ 
its se 
igh 
=) 
: 
ent 


BUSINESS SUITS 


—latest Spring and 
Summer designs— 
hand tailored work- 
manship — imported 
fabrics. 
Previously priced at 
$125—now a magnifi- 
cent value for only— 


Shotland 
& Sbotland 


Men's Tailors 
zB 15 West 45th St. N. Y. 


Trapinc Prorits 
IN 
Low-Priced Stocks 


A timely book by 


ARTHUR ROLLAND 


Not the usual presentation of ‘‘buy 
low-priced stocks for long-term profits,” 
but a unique and valuable analysis of 
intermediate trend trading possibilities 
in low-priced. stocks. Clear and com- 
plete. Supported by up-to-the-minute 
data and graphs. 


General Market 
Publications 
1775 Broadway 
New York City 


easy-to-understand 
-<0O 

Post 

Paid 


| Whatever their nature they may be 
| solvable. Reorganization and re- 
financing of corporations of good 
| past earnings records and prospects. 


Interview solicited by 
correspondence. 


H. D. WILLIAM 


120 Broadway New York Ci 


vitally concerns 
every business man 
and _ investor. A 


TKE MONEY 


able book, “THE REMEDY: STANNITT 
MONEY.” which, with irrefutable logic. 
briefly and simply proposes a formula for 
sound money that will rout depression and 
restore world prosperity. Complete ‘boiled 
down” data of the monetary status of every 
country in the world, precious metal pro- 
duction, gold-silver ratios and prices, etc.., 
and history of MONEY from earliest antiquity 
to the present time. Limited edition. $1 
postpaid. A. L. Wisker, 1320 Alaska Com- 
mercial Bldg., San Francisco, California. 


Should Stocks 
Be Sold Now? 


Send for FREE Bulletin FWM-13 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 
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AMONG THE 


BULLS AND BEARS 


continued from page 464 


Anchor Cap 4 


The disappointment accompanying the 
report of only 74 cents a share earned in 
1932, after having previously reported 96 
eents a share earned in the first nine 
months of the year, has had a retarding 
influence on the stock of Anchor Cap. 
While these earnings represented cover- 
age for the 60-cent dividend the apparent 
loss in the last quarter made this pay- 
ment appear none too secure and the 
shares reflected it by the establishment 
of new low prices. Partly due to the 
generally improved market situation, 
but to a greater extent responding to a 
moderate improvement in the first quar- 
ter, recent action has been toward higher 
levels. Not that the first quarter pro- 
duced satisfying results for the conditions 
operative prohibited this, but the ability 
to show profits of $56,749 equal after 
preferred dividends to 2 cents a share on 
the common stock, indicates a turn for 
the better. In the first quarter of last year 
16 cents a share was earned. With a ratio 
of current assets to current liabilities of 
5.5-to-1 and the changes made in the 
reduction of the stated value of the com- 
mon stock and the book-value of patents, 
the company is expected to improve this 
showing over the remaining months of the 
year. 


AVIATION Corp. (Del.) has responded 
well to the able market sponsorship given 
it, but justification for recent prices still 
remains to be demonstrated under guidance 


of the present management. 


Bendix Aviation 4 —" 
For the first time in a year Bendix, during 
April, broke even in its operations, and 
when the quarter’s results are revealed a 
small profit. might be shown. While 
current business calls mostly for immedi- 
ate delivery, there has been no let-down 
in the orders up to this point and if motor 
activity continues to the mid-year there is 
no reason for the second quarter not 
registering material improvement over 
the results of the first three months. In 
the March quarter Bendix lost $267,463, 
and inasmuch as that amount was only 
slightly more than depreciation charges, 
the company came close to paying its 
way from actual operations. Coincident 
with the banking holiday, operations in 
March reached a low point even below 
those of February, and while April 
showed a 40 per cent increase over the 
preceding month this comparison is made 
with a sub-normally low base. If motor 
plans carry into a real consumers demand, 
there might be interesting speculative 
possibilities in Bendix at these prices. 


BORDEN is subject to double benefits from 
advancing prices both because of its $12.7 
millions inventory position and the im- 
provement of profits from a higher price 
structure where physical volume of business 
has been maintained reasonably well. 


Canada Dry 4 “C+” 


An improved showing in the March quar- 
ter over the same period of a year ago by 
Canada Dry must be explained as due 
entirely to the policy of smaller write-offs, 
Total income for the quarter ended March 
31 was $139,195 this year compared with 
$197,960 in the first three months of last 
year. After depreciation, interest, Fed- 
eral taxes and other deductions, net profit 
amounted to $86,388 or nearly double the 
amount of $41,742 reported in the 1932 
quarter. For the six months ended March 
31, net profits are thus brought up to a 
total of $88,314 which is a favorable con- 
trast with the last three months of 1932 
but, nevertheless, sufficiently below the 
period’s requirements for the $1 annual 
dividend to make this rate appear none 
too safe. When the results for the cur- 
rent quarter are made available it should 
be possible to trace the influence of beer 
sales which undoubtedly have been a fac- 
tor of major significance besides lending 
persuasion to directors to consider the 
advisibility of further distributions. 


COMMERCIAL SOLVENTS’ earnings 
for the three months ended March 31, 1933, 
at 9 cents a share fell short of the 15-cent 
quarterly dividend, but indications are that 
the payment will not be interrupted. 


Diamond Match 4 “B” 


The ‘‘pamphlet” annual report of Dia- 
mond Match is being subject to about 
the same criticism for its brevity as was 
the statement of Allied Chemical. There 
is a striking parallel in the similarity of 
the two balance sheets in that Diamond 
Match carries among its current assets 
an item of $15.1 millions under the cap- 
tion ‘‘marketable securities—at cost or 
less.” This figure represents over 40 per 


When You Inquire 


INSURE prompt replies 
to inquiries addressed to the 
Confidential Advice Service, sub- 
scribers are required to enclose 
a self-addressed stamped en- 
velope with each inquiry, which 
must be limited to a request for 
advice or information on a 
single security. 


For Quick Replies 
it is suggested that subscribers 
also attach a special delivery or 
airmail stamp. Prepaid tele- 
grams will be answeréd (collect) 
as soon as they are received. 
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cent of the total assets of the company, 
yet there is no explanation of the nature 
of the securities held or their value be- 
yond the brief comment that “‘reserves 
have been created to cover shrinkage in 
market values as reflected by current 
prices and exchange rates.” In other 
words. stockholders are kept in the dark 
as to a rather important portion of their 
company’s holdings. Nor can it be said 
that the investor’s confidence is increased 
by the statement accompanying the re- 
port which admits that the management 
was virtually forced to act as Kreuger’s 
sales agent in the United States because 
of ‘‘the relatively high labor costs in the 
United States as compared with corre- 
sponding labor costs in foreign match 
manufacturing” countries. The recent 
turn for the better in security prices will 
permit the guess that the company’s in- 
vestment portfolio is in a much better 
condition than at the year-end, but on 
the basis of the published facts one is 
still left guessing. 


DOMINION STORES has been in more 
active demand in recognition of its inven- 
tory position, equalization of exchange rates 
and the generous policy of the management 
in making dividend distributions from 
earnings. 


Drug Inc. 4 
Getting a doubled-barreled charge be- 
cause of the turn of events in its holdings 
of the British Boots Pure Drug Company, 
Drug Inc. made a sharp move to new high 
prices during the week. Earlier gains 
were established on the prospects of 
dividends received having greater value 
because of the declining dollar and, when 
it was reported that the company had 
received around £7, or $28 a share, for 
its remaining stock, it was apparent that 
it stood to gain around $5 millions by the 
delayed sale. It remains only a question 
of time before Drug will entirely divest 
itself of its chain drug stores and, taken 
in connection with the disposal of its 
British interests, it will be in a generally 
improved position to display its real 
earning power from the manufacturing 
and distribution of its many drug 
products. A narrowing dividend margin 
has been overlooked for the present with 
these funds becoming available and the 
yield has been reduced to below 7 per cent. 


EASTMAN KODAK followed expecta- 
tions by declaring the regular 75-cent 
quarterly dividend, payable July 1, 1933, 
despite the fact that earnings are understood 
to be running below the payment. 


General Bronze 4 “D+” 


In the face of a 52.9 per cent decline in 
sales volume, General Bronze was able to 
earn 52 cents per share of common for 
1932 as compared with a deficit of $2.04 
a share reported for 1931. This feat was 
accomplished through a cut of 45.6 per 
cent in operating and administrative ex- 
penses made possible by the introduction 
of drastic economies. Further savings 
have been affected since the first of this 
year, but the extent of these will not be 
known until early 1934 as the company 
does not follow the policy of publishing 
quarterly reports. The company is 


reported to be in negotiation for several’ 


large contracts which would help to boost 
the unfilled orders of $3.1 millions stand- 
ing on the books at the year-end. Gen- 
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eral Bronze is not a large ‘‘inventory” 
stock as some would. believe, for its hold- 
ings of raw copper and. work in process is 
somewhat less than $1 million. Most of 
its ornamental bronze and building trim is 
sold on a basis of workmanship and the 
actual value of the metal represents a 
small portion of the total cost. What 
General Bronze needs is a revival in new 
construction, especially government 
buildings, office structures, banks, insti- 
tutions, schools, hotels, and theatres. 


LIQUID CARBONIC has secured $1 mil- 
lion in orders for brewing equipment and 
expects to add another $1.5 million before 
the year-end. 


Loew’s Inc. 4 “C+” 


The report that earnings of Loew’s, In- 
corporated, were equal to $1.04 a share 
for the 23 weeks ended March 16, 1933, is 
being looked upon as an assurance that 
the present $1 annual dividend will be 
maintained. The fact should not be over- 
looked, however, that this period is the 
best of the year for it includes the winter 
season when box office receipts are at 
their height. Between now and August 
31, the end of the company’s fiscal year, 
there will be a gradual seasonal decline in 
attendance. In the last fiscal year, for 
instance, Loew’s earned almost twice as 
much in the first half as in the second 
half. On this basis only 50 cents a share 
could be expected for the present half- 
year period or slightly more than $1.50 
a share of the full fiscal year. There is a 
relatively strong possibility that the ex- 
tension of business recovery during the 
summer months will prevent the seasonal 
dip from being as severe as in the past 
three years. 


NORANDA MINES’ net income for the 
first quarter is estimated at 30 cents a share 
against 49 cents a share in the same period 
of a year ago. 


Pillsbury Flour Mills 4 “C+” 


The probability that Pillsbury Flour has 
turned the corner was brought out strik- 
ingly in an announcement that the annual 
dividend rate has been lifted to $1 
against 60 cents previously. In the fiscal 
year ended June 30, 1932, profits were 
adversely affected by a short wheat crop 
in the Northwest, foreign exchange losses 
and a poor export market. The current 
fiscal year (which ends June 30) is ex- 
pected to show earnings which will com- 
pare quite favorably with the $1.51 a 
share reported for the last fiscal year. 
Unfortunately the company publishes no 
interim statements but it is generally 
known that the management has always 
been ultra conservative in the distribution 
of dividends. Last September the direc- 
tors pared the dividend from $2 to $1.20 
and in November halved this to 60 cents 
annually. The last reduction was ap- 
parently too pessimistic and it is believed 
that a further increase will be given con- 
sideration as soon as fall prospects are 
better clarified. 


PROCTER & GAMBLE last week an- 
nounced a & per cent advance in soap 


prices, the third mark-up this month. 


Radio Corp. of America 4 “D+” 


The resignation of Owen D. Young as 
chairman of the executive committee and 
a director of Radio Corporation of Amer- 


HIS week’s issue of the Digest con- 
tains a list of stocks which are 
selected as having the outstanding 
I profit-making possibilities of today 
... the marketleaders of tomorrow. 
This selection is based upon Gage 
P. Wright’s scientific appraisal of . 
35 of America’s foremost advisory - i] 
organizations. 
Don’t buy or sell until you have 
reviewed this list—copy sent free 


upon request, 
| 
Gage 
34Madeon Ave NY 
Without obligation to me, mail me this 
week’s issue ofthe Digest. 


Street 


| City. 


7 COMMODITIES 


CONTROL DESTINY OF 
40 LOW PRICED COMMON 
STOCKS 


Today’s bull market is riding on 
the wheels of commodity prices. 


This is a different situation from 
the 1929 bull market when com- 
modities were soft. Today many 
obscure stocks will come forward 
because they are loaded with an 
inventory whose rise in price will 
multiply their profits enormously. 


of these are shown in 
our Bulletin No. 3314 


A copy of this remarkable Bulle- 
tin free through a request 
addressed to 


24 FENWAY 
BOSTON, MASS. 


POINTS ON TRADING 


and other valuable information 
for investors and traders, in our 


helpful booklet. Ask for K-6 


Accounts carried on 
conservative margin. 


(HisHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


Inflation! 


This inflation market, its nature, dan- 
gers, and possibilities for profit. Send 
for copy, , of our 


‘Special Inflation Report’’ 


AMERICAN SECURITIES SERVICE 
Suite 3102, Fifty Broadway, New York 


Wuen writing to advertisers, please tell 
them you saw their announcement in 
Tue Financrat Wortp 
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ica came as a disappointment to interests 
which had hoped that he would forsake 
his first love, General Electric, and throw 
his lot in with those who hope to make 
R. C. A. the leader in television. While 
Mr. Young’s decision removes from 
Radio one of its important executives it 
need not be thought that the company 
will be lacking in brains to carry on. 
General Harbord and David Sarnoff, as 
well as several others who grew up in 
radio, are still in command to follow 
through with the plans for R. C.°A. 
which were evolved some years ago. In 
some quarters it is felt that the disinte- 
gration of the so-called “radio trust” was 
a constructive development for Radio 
Corporation, for it will permit the com- 
pany to proceed single handed in the per- 
fection of television. All of the collective 
talent of General Electric and Westing- 
house Electric in radio and television are 
now concentrated in R. C. A.’s Camden, 
N. J., laboratories, and it is felt that this 
group of engineers and inventors should 
be able to find the solution to the many 
problems which are retarding the practical 
perfection of television. R. C. A. needs 
television, as operations for the past three 
years have been at a loss. Some progress 
was made in the first quarter of this year 
when the net loss was cut to $478,163, 
against a loss of $883,882 in the Decem- 
ber quarter. In the first quarter of 1932, 
a net profit of $503,223 was reported. 


SCOTT PAPER is offering to purchase 
1,500 of its preferred stock at $105 a share 
in order to use up an accumulated cash fund 
of $157,500 which has been set aside for 
this purpose for some time past. 


United Aircraft 4 a 


Word has been going around of late that 
United Aircraft & Transport will be the 
first among the big air transport com- 
panies to inaugurate dividends on its 
common stock. And some interests are 
inclined to believe that such action may 
be taken before the close of the year. 
Earnings for the first quarter appear to 
support this opinion for the 15 cents a 
share earned represented an increase over 
the first quarter of 1932 when 12 centsa 
share was reported. Should this improve- 
ment be maintained throughout the bal- 
ance of the year the company may be 
able to exceed the 53 cents a share earned 
for the full year of 1932. During the first 
quarter of this year 14,917 passengers 
were carried, representing a 32 per cent 
increase over the 11,250 carried in the 
first three months of 1932. 


U. S. GYPSUM directors declared the 
regular 25-cent quarterly dividend last week, 
thus maintaining the stock on a $1 annual 
basis. At the last meeting the rate was cut 
from $1.40 annually. 


A Missouri-Kansas-Texas 


A Low Priced Rail 


intensify the adverse depression 

influences upon the railroads op- 
erating in the Southwest in 1932. Prob- 
ably the most important was the very 
small winter wheat crop which, coupled 
with the extremely low prices for the 
grain, resulted in a severe contraction 
of purchasing power in the southwestern 
states. This situation inevitably found 
direct reflection in the earnings of the 
southwestern carriers. The net operating 
income of railroads in the Southwestern 
Region (A. R. A. classification) declined 
55.1 per cent from 1931, as against a 
decline in 37.9 per cent for all Class I 
roads. The only larger decline was that 
recorded in the Northwestern Region. 

Thus, it is not to be regarded as sur- 
prising that most of the roads operating 
mainly or entirely in the Southwest 
showed deficits for 1932. However, the 
Missouri-Kansas-Texas earned fixed 
charges by a small margin, defining fixed 
charges in the strict sense, and excluding 
interest on the adjustment bonds. Pay- 
ments on these bonds are not mandatory 
if not earned, and are therefore a con- 
tingent charge. The road’s strong fin- 
ancial position permitted full payment of 
5 per cent interest on the adjustment 
bonds in 1932, amounting to $678,878 
and after these payments there was a net 
deficit of $632,416. 

Full interest was also paid April 1, 
1933, on the adjustment bonds, although 
not earned. There is an incentive for the 
company to continue interest payments 
on this issue, since the bonds are cumula- 
tive, and an accumulation of interest 
would raise a barrier to the resumption 
of dividend payments on the preferred 
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A tens of factors combined to 


stock. Dividends on the latter were sus- 
pended in 1931, and as this issue is also 
cumulative, arrears of $10.50 per share 
have accumulated. 

Under these circumstances, Missouri- 
Kansas-Texas common stock is obviously 
in a speculative position, but as a long 
pull speculation, it appears to have 
possibilities which should lead to higher 
prices with any significant expansion in 
Katy’s earnings. The most encouraging 
feature of the present status of the M.-K.- 
T. is the road’s strong financial position. 
Balance sheet figures as of February 28, 
1933, showed current assets of $9.8 mil- 
lions, and current liabilities of only $3.9 
millions. A substantial part of the road’s 
current assets consists of cash or the 
equivalent. In spite of the payment of 
unearned adjustment bond interest, the 
road’s cash position in April, 1933, was 
approximately the same as in the corre- 
sponding month of 1932, according to a 
recent statement of President Cahill. 

This strong financial position lends 
considerable assurance that the road will 
be able to avoid recapitalization until 
such time as the possibility of financial 
difficulties is entirely removed by an 
increase in traffic and earnings. The 
company has no bank loans outstanding, 
and no major bond maturities until 1962. 
There are no equipment trust maturities 
prior to January 15, 1934, and M.-K.-T. 
has not borrowed from the Reconstruction 
Finance Corporation. The road is mod- 
erately capitalized, and there is a good 
balance between bonds and stock in its 
capital set-up. Bonds account for 44.6 
per cent of the total capitalization, pre- 
ferred stock 27.7 per cent and common 
stock 27.7 per cent. These ratios come 


Atlas Makes Offer 


ONTINUING its policy of consolj. 

dating its position by extending its 
holdings in its subsidiaries, Atlas Corpora- 
tion last week made an offer to the holders 
of Blue Ridge $3 cumulative convertible 
optional preference stock, series of 1929, 
to exchange their shares for Atlas Cor. 
poration common stock on the basis of 2144 
shares of Atlas common for each one share 
of Blue Ridge preference stock. The offer 
expires on May 20, 1933. In connection 
with this offer, L. Boyd Hatch, executive 
vice-president of Atlas Corporation, 
pointed out that the exchange offer would 
permit Blue Ridge preference stockholders 
to acquire a common stock of the ‘‘lever- 
age”’ type which should appeal to those 
who do not require an income return on 
their investment. Atlas Corporation has 
been in control of Blue Ridge Corpora- 
tion since April 19, 1933, at which time 
Shenandoah Corporation was acquired. 
Giving effect to these additions and the 
Goldman Sachs Trading (now Pacific 
Eastern), Atlas is now understood to 
have total assets of $100 millions. At 
the close of 1932 assets totalled $53.9 
millions. 

Last week directors of Atlas Corpora- 
tion declared the fifteenth regular quar- 
terly dividend of 75 cents a share on its 
$3 series A preference stock, payable 
June 1, 1933. 


close to fulfilling the railroad capitaliza- 
tion ideal propounded by many students 
of rail finance. 

The M.-K.-T. operates in the states of 
Missouri, Kansas, Oklahoma and Texas, 
and serves a number of important cities, 
including St. Louis, Kansas City, Okla- 
homa City, Tulsa, Fort Worth, Dallas, 
San Antonio, Houston and Galveston. 
The most important traffic items are 
petroleum products and wheat. Traffic 
in the former has been adversely affected 
by pipe line and truck competition, and 
wheat traffic by poor crops. It must be 
recognized that 1933 earnings will be ad- 
versely affected by poor wheat crop condi- 
tions in a large part of the territory served. 
Earnings for the first six months will 
doubtless show a decline from 1932 levels, 
and unless there is substantial improve- 
ment in the last half of the year, fixed 
charges will apparently not be fully 
earned. However, this would not be a 
serious matter, in view of the road’s 
strong financial position. 

The management is efficient and pro- 
gressive, and under its guidance, earnings 
should recover quickly with any general 
improvement in economic conditions. 
Strenuous efforts are being made to regain 
traffic lost to competing forms of trans- 
portation, including the institution of 
free pick-up and delivery service on less- 
than-carload freight. Texas laws regu- 
lating truck operation have also helped 
the company to regain traffic in cotton 
and other goods. A definite upward earn- 
ings trend may materialize somewhat 
later than a number of other roads, but 
because of Katy’s financial status its 
shares appear to have greater attraction 
than most issues in its price class. 
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STOCK SIDE LIGHTS 


Cameo Studies of Leading Issues 
Which Are in the Current News 


This largest domestic producer of carbon black has two other im- 
Columbian portant sources of income. Of the net sales of $7.4 millions last year, 
Carbon 28.18 per cent was derived from carbon black, 27.75 from natural 
gas, 21.31 per cent from printing inks, and the remainder from mis- 
cellaneous products. For the last several years the carbon black industry has been 
suffering from excessive manufacturing capacity and extremely keen competition as 
a result of the expansion of plant facilities in 1928 and 1929 when an actively increas- 
ing demand existed for this product. Consequently the policy of the management of 
Columbian Carbon Company during the last two years has been to diversify the 
business for the purpose of stabilizing earnings. Operations have been extended in 
the production and sales of natural gas and natural gasoline, as well as special blacks, 
inks and paints using carbon black as a base. In pursuance of this policy the com- 
pany’s carbon black factories have been written down to estimated salvage value of 
$493,409 by a special transfer of $1.4 millions from surplus to accrued depreciation 
reserves. Despite the recent spurt of activity in the tire and rubber industry (which 
accounts for about 80 per cent of the total consumption of carbon black), price condi- 
tions for this commodity have not improved, and it is still quoted slightly below 3 
cents per pound as compared with a 414 cent estimated production cost including 
amortization; and the excessive stocks in producers’ hands militate against an early 
change. 

The company’s natural gas and printing ink business has a more promising aspect. 
It has abundant gas reserves and its fields are operated at low per unit production 
cost. Most of the gas is sold wholesale to pipe lines serving the industrial South, and 
a gain in industrial activity in that territory should correspondingly increase the 
company’s sales. 

The company started the year 1933 with no bank loans and with cash equivalent 
to twice its total current liabilities. Last year’s earnings of $1.77 per share did not 
cover the dividend rate of $2, payment of which has continued so far. The mafnte- 
nance of this rate for 1933 will be largely determined by the sales of natural gas and 
printing inks, improvement for which is indicated. 

There is no doubt as to the long term possibilities of the company on the basis 
of demonstrated earnings during the period of depression, but at present prices the 
issue goes far toward discounting indicated improvement for some time to come. 


The world’s largest producer of towels, this company has made a 

Cannon relatively favorable showing during the entire depression period in 

Mills face of adverse and demoralized conditions in the textile industry. 

In addition to towels (which division of the company’s business 

usually accounts for from 60 to 70 per cent of net income) Cannon Mills manufac- 

tures sheets, pillowcases, bath mats, dress goods, tire fabrics and yarns. Prices for 

such cotton goods during the last few years have been steadily declining; the recent 

advance in raw cotton prices indicates better prices for finished goods and such a de- 

velopment is bound to step up sales volume with ensuing improvement of operating 
returns. 

For 1932 the company reported net earnings of 48 cents per share of its common 
stock as compared with $2.11 per share for the previous twelve months. Entire 
capitalization consists of 989,300 shares of common stock; there is no funded debt. 
Financial position at the year-end was strong with current assets of $18.9 millions as 
against current liabilities of $2 millions. Thus working capital is equivalent to about 
$17 per share of stock. Cash and marketable securities account for about 45 per cent 
of the total current assets and inventories represent the same percentage. The 
company holds in its treasury 10,700 shares of its own common stock reacquired at 
an average price of $19.26 as compared with a current market price of about $22. 

The continuance of dividend payments in excess of actual earnings appears to 
indicate the management’s optimistic attitude as to the company’s future. On the 
basis of demonstrated earning power and future prospects the common stock would 
seem to possess a fair degree of speculative attractiveness for one prepared to assume 
business risks. 


An exceptional earnings record has been reported in recent years 

Texon Oil by Texon Oil & Land Company, which is a holding company for vari- 
& Land ous important crude oil interests in the mid-continent and which is 
controlled by Continental Oil Company through ownership of 51 

per cent of its 936,000 outstanding shares of capital stock. This is its sole capitaliza- 
tion and profits applicable thereto have amounted to $1.69 per share in 1932, $1.45 
in 1931 and $2.32 in 1930. The present no par shares were issued in 1929 in a reverse 
split of 1-for-5 and the present $1 regular dividend rate was inaugurated in 1930. 
Extras have been paid each year and in 1932 added 50 cents a share to the regular 
disbursements. The company is fortunate in many of its erude oil holdings, which 
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BUY THIS $12 STOCK 
FOR EXCEPTIONAL PROFIT 


E have discovered a low-priced stock 

which will benefit tremendously from in- 
flation and better times. This issue, which 
sells for only $12 a share, easily could double 
in price. 


Just to give you an idea of the profit or. 
sibilities, if this stock is now bought OUT- 

GHT—not on a margin—and held only until 
1931 prices are reached, your profit will be 
210%. When 1930 ene are touched, your 
profit will be 394%. est of all, there is much 
to encourage the belief that 1930 prices will be 
duplicated. 


The name of this bargain stock will be sent 
to you absolutel free. so an nceranting 
little book, “MAKING MONEY IN STO 
No charge—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 395, Chimes Bldg., Syracuse, N. Y. 


Business and University 
experts have planned 2 
special stock chart forms. 


Surer Stock 
Profits 


Charting institute, Oak ‘Business 


STOCKHOLDERS of any and all 
Motion Picture companies! Write 
immediately to Cinema Digest, 
Box 1911, Hollywood, Calif. 


Important 
Books 
for Investors 


Sir Arthur Salter 


Investment Fundamentals. .............. 3.00 
y Roger W. Babson 


‘Forecastin Stock Market Trends........... 3.50 


y K. F. Van Strum 


Leaders and Periods of American Finance... 4.00 
By Theodore J. Grayson 


The Work of the Stock Exchange.......... 5.00 
By J. W. Meeker 

Policy of Corporations. ......... 10.00 
By A. S. Dewing 

& Management..... 5.00 

Gerstenberg 

suitaneihen for the General Reader......... 2.50 
By Henry Clay 

Principles of Economies (2 vols.).......... 6.00 
By F. W. Taussig 

State and Municipal Bonds. ............. 4.00 
By W. L. Raymond 

A. Barbeau 

By R. M. Smythe 

Investments. ......... 4.00 . 
By D. J. Jordan 

Investment Principles and Practices....... 6.00 
By R. E. Badger 


— Approach to Investment Man- 
“i ‘Dwight C. Rose 
Money and Banking. 
By J. T. Holdworth 
The Reserve Banks and the Money Market 3.00 
By W. R. Burgess 


Investment Banking. 5.00 
By Willis & Bogen 


The Financial World Book Department 
53 Park Place New York, N. Y, 
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Dividends Declared 


Brach (E. J. ) & Sons 
Butler Water Co. 7% pf 


. pf 
mes Gas Co. 


Cc. T. P. Ry. 

Collins ry Aikman 
umbia Pict. of 

Zellerbach pf. A 


Do 

El Rae El. Co. (Texas) 6% pf. .$1 50 
Fed. L. & T. Co., pf $1.50 
Franklin Simon & Co. pf f 
men a Tire & Rub. 7% cum. 


C.). 

National Sugar Ref. . 

(J. J.) Co.. 
Pa. R. 


Do5% pf 
Ohio Power Co. 6% pf 
Okla. G. E. 

Do7% YO pf. 
Pantheon Oil Co 
Penick & Ford 
Penn. St. Water pf 
Phoenix Hosiery ? 1 Ist pf 


Proct. & Gamble 5% i 


Ser. Co. of Col. 7 pf.. 


pf 
Virginia Elec. & Power $6 pf... 
Wheeling — Co. 6% ed 
White Rock Min. Springs... 


to 
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include interests in large reserves of exceptionally high grade cil underlying lands 
of the University of Texas. Oil and gas leases are held in Reagan, Crockett, Upton, 
Tom Green, Glasscock, Howard, Coleman, Kent, Scurry, and Pecos counties, Texas, 

The balance sheet at the end of last year revealed a satisfactory financial position, 
Oil inventories, carried at lower of cost or market, accounted for 67 per cent of total 
current assets. The fact that these inventories are only equal to about 25 cents-a 
share on the stock does not detract from the company’s position in 4 rising com- 
modity market since it can profit equally as well from underground reserves as from 
supplies held in expensive storage, the losses on which might already have been ab- 
sorbed into surplus. Despite the present difficulties in controlling East Texas out- 
put and the lower prices that have recently resulted therefrom, the determination 
of the Federal and state governments and of the great majority of the oil industry 
to correct the situation will, it is indicated, be successful in bringing greater stability 
and higher prices. 

Texon Oil & Land presents the unusual picture of a current yield, at recent prices 
on the New York Curb Exchange, of over 10 per cent on a regular dividend which 
has been amply earned in each of the last three years and in addition to which sub- 


stantial extras have been paid. 
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The Commodity Situation 
Business Recovery Takes Hold of Commodities 


garding both current activity and 

determinable near term prospects 
combined with less tangible factors in 
urging commodity prices generally to- 
wards higher levels in the past week, and 
the several standard presentations of the 
commodity trend show average prices 
approximating last year’s early autumn 
peak. The advances, however, have not 
been in such complete accord as in the 
first phase of the movement and they 
give promise of becoming more and more 
selective as the situation clarifies and the 
results and effects of our new economic 
policies can be appraised. 

The substantial improvement in busi- 
ness activity as reflected in the increased 
rate of steel outturn, the reports from 
the motor industry, the better carloading 
figures and evidences of a broadening rate 
of productive operations generally, have 
contributed so much of the impetus to 
the strengthening of commodity prices 
that there is a disposition to view these 
developments as something quite apart 
from such purely psychological factors 
as the prospects of inflation, the coming 
World Economie Conference, and the 
various administration plans and projects 
for lifting us out of the depression. Cur- 
tailment in production of many commodi- 
ties, depleted stocks, and prices greatly 
below production costs are pointed to 
as natural correctives of the downtrend 
in commodity prices which were just be- 
ginning to get in their good work when 
the program leading to the adoption of 
inflationary measures was launched and 
accelerated the speed of the recovery. 
But granting this, it must be appreciated 
that the prospect of inflation and the 
depreciation of the currency were the 
initial causes of the rush to convert cash 
into commodities. In the final analysis, 
unless there is a sustained expansion of 
consuming demand we will have had little 
more than a transfer of commodity owner- 
ship from primary hands to the inventories 
iof processors and distributors. 

The task which has been set of bring- 
ing about a recovery of commodity prices 
to the 1926 level is dependent therefore 
upon much more than the effects of in- 
flation, production control and elimina- 
tion of trade barriers. There. must be a 
positive business rehabilitation and sus- 


business indicia, re- 


tained expansion of consuming require 
ments. It is still a far ery to $1.50 wheat, 
17\%-cent cotton, 75-cent corn and 18 
cent copper, which were prevailing prices 
in 1926 when the trend of commodity 
values turned downward. 

Statistically, wheat is probably the 
most justified in its recovery. The in- 
fluence of inflation is less evident than in 
other commodities. The May 1 outlook 
for a winter wheat yield of but 337 mil- 
lion bushels, or three million bushels 
above the April 1 forecast, compares with 
the 1904 low of 325 million bushels, and 
from present indications the United States 
is likely to enter upon the next crop 
year—on July 1—with supplies of but 
250 million bushels above the normal 
domestic requirements of 600 million. 
Production of winter and spring wheat 
this year will be the smallest in years. 

Cotton, on the other hand, is not ina 
particularly attractive statistical position, 
and the price improvement may be cred- 
ited much more to the economic measures 
that have been undertaken than to any 
fear that there will not be enough cotton 
to go around. It is still a question how 
far the recovery can be continued. The 
situation in wheat was created to a great 
extent by the gradual deterioration of a 
crop that already was in the making, 
while the recovery in cotton has coin- 
cided with the new crop’s planting and 
has so buoyed up the spirits of the grow- 
ers that there is likely to be little curtail- 
ment of acreage. With good weather and 
only a moderate amount of weevil dam- 
age a cotton crop of bumper proportion 
may easily be produced this year. Stren- 
uous efforts have been made all through 
the South to hold down the planted acre- 
age, but the sales of fertilizer tags, in- 
creased applications for seed loans, and 
private field surveys all point to an in- 
creased acreage this year rather than a 
reduced area. Eight-cent cotton has 4 
strong appeal to the farmer who knows 
little if anything of the cultivation of any 
other crop and to whom reduction of 
eotton acreage calls for the rest of his 
farm to lie fallow for a year. The May 
22 report of the government on the acre- 
age planted is therefore awaited with 
considerable interest. 

Consumption of cotton is increasing at 
an encouraging rate and operating sched. 
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Regular 
y-  Hidrs. of 
Company ble Record 
oe Am. Dock 8% pf.......... le 1 May 20 
ee Am. Env. Co. 7% pf... .. 2 1 May 25 
‘= eee Am. Rad. & Std. Sanitary p' le 1 May 15 
Am. 8d. Fd. pf........... e 30 June 15 
Am. Thread pf............ y 1 May 31 
Atlantic Refining.......... e 15 May 22 
ee . A. W. W. & El. $6 Ist pf... y 1 June 9 
ae Ss Baton R. El. $6 pf...... e 1 May 15 
Birmingham Wt. Wks. 6% le 15 June 1 
= le 1 May 13 
e 15 June 1 
Century R. Mills pf........ 1 May 20 
Indiana; 
1 May 20 
ay 
p 1 May 17 
» 1 May 20 
» 1 May 20 
Cushman’s S., Inc......... 1 May 15 
» 1 May 15 
ctaphone Corp., pf....... 2 y 
Eastman Kodak........... 1 June 5 
1 June 5 
El Paso El. Co. (Del.) pf., A 15 June 30 
15 June 30 
May 15 
yl 
b May 17 
eee 1 June 1 
St. Util. $6 pt....... 15 June 1 
Do$5.50pf............ P15 June 1 
Huntington Water Corp. 7% 1 May 20 
1 May 20 
Lanston Monotype......... +31 May 19 
Lincoln Stores............. 1 May 25 
ad 1 May 25 
Loblaw Gr. Co. Ltd. A..... 1 May 12 
Mal. Hat Co., pf............ 1 Apr. 22 
fe ae May Dept. Stores.......... 1 May 15 
Met.-Gold. P. 7% pf... .. 15 May 26 
Co. 8% 15 June 1 
1 May 20 
1 June 1 
1 June 16 
25 May 19 
1 May 15 
Do 6% pf 1 May 15 
1 May 15 
1 May 9 
15 May 31 
15 May 31 
29 May 18 
1 May 30 
15 May 25 
1 May 15 
1 May 15 
Do5% pf 1 May 15 
Reading Co. 24 13. June 22 
ae Reliance Grain Co., Ltd. pf... 15 May 31 
Terre Haute Water Works 7 
a Tim-Det. Axle pf........... b 1 May 20 
ae Savannah Elec. & Pwr. 8% 
toca Spencer Kellogg & Sons, Inc . 30 June 15 
i Stan. Oil Co. Neb.......... 20 May 27 
Toledo Edis. 7% pf........- 1 May 15 
1 May 15 
Gee | United Air & T.pf........ 1 June 10 
1 June 15 
1 June 15 
20 May 31 
1 May 9 
1 June 20 
1 June 20 
Accumulated 
; Superior Oil (Cal.) pf........2446% .. May 20 May 1 
Increased 
ae Pilisbury Fl. Mills.............25¢ Q June 1 May 15 
Extra 
Interim 
Woolworth (F. W.)Co., Ltd...1s6d 
‘ 
Reduced 
- Jantzen Knitting Mills 7% cum. 
Key .. June 1 May 15 
Timken RolierBrg.............15¢ Q June 15 May 19 
Si. 


ules have been expanded materially by 
mills, with the demand for gray goods 
running ahead of production. There is 
also an increasing demand for cotton 

oods for future delivery, the majority 
of the mills being sold ahead into July, 
with many instances reported of mills 
whose output is contracted for through 
to the end of the third quarter. Domestic 
consumption in the current year may yet 
make up for the decreased exports, ship- 
ments abroad having run thus far 900,000 
bales below the same period of last year. 
Foreign consumers have greatly depleted 
their stocks of American cotton, but are 
not expected to expand their engage- 
ments for export to any important extent 
before the opening of the new crop year. 
The carryover of cotton promises to 
equal approximately a year’s production. 
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Union Pacific’s Switch 


N THE light of what has taken place 

in the security markets in the last few 
months, one wonders whether the Union 
Pacific directors do not entertain some 
regrets in switching out of New York 
Central stock into Pennsylvania. Penn- 
sylvania may in time justify their action, 
but considering what Central’s shares 
cost the Union Pacific when they were 
acquired, the road sustained a tremendous 
loss when it sold its holdings. 

Union Pacific did nothing more than a 
great many investors—depressed as they 
were by the constant decline in prices— 
when they switched from one good secur- 
ity into another just to establish a market 
loss, only to find out that they jumped 
from the frying pan into the fire. 


New Mortgage Firm Formed 
by L. K. Boysen 


K. BOYSEN has resigned as 
vice-president of the First National 
Bank of Chicago and vice-president and 
manager of the First Trust Joint Stock 
Land Bank of Chicago to establish the 
firm of Louis K. Boysen and Company. 
The new organization will act as adviser, 
arbitrator and collector for holders of 
individual farm and city mortgages and 
will specialize in the reorganization of 
mortgages under the terms of the new 
federal law. 

Mr. Boysen is regarded in financial 
circles as an authority on farm and city 
mortgage financing, having been in active 
service in this field for thirty years. He 
twice served as president of the Chicago 
Mortgage Bankers Association and in 
1931 and 1932 was chairman of the real 
estate securities committee of the In- 
vestment Bankers Association of America. 
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Pleaders for England 


HEN referring to the possibility of 
inflation in this country it is a strange 
coincidence that we find so many people 
pleading the cause of England—telling us 
why England was compelled to go off the 


gold basis. England’s action at the time 
produced such repercussions that over- 
night it changed the outlook of cheer to 
one of doubt and despair. England, how- 
aver, took this action to protect herself. 
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concluded 


We found ourselves in the same situa- 
tion; not that we did not have the gold on 
hand but we made our gold the center of 
attack by all the nations that had de- 
pressed their own currency. Instead of 
pleading the cause of some other country, 
would it not be far better for us to think 
of the things which are more apt to pro- 
tect our own people? That is what we 
are here for, and not to wipe the tears 
from our eyes because someone else here- 
tofore did what we are trying to do now to 
safeguard our own resources. 


THE TREND OF THINGS 


from page 459 


Readjustment of speculative posi- 
tions predicated upon the effects of 
inflation resulted in much _ backing 
and filling and independent varying 
trends among the stocks listed on the 


‘Big Board in the past week with closing 


strength. According to THe FINANCIAL 
Worvp Index, stock values were $1,160 
millions higher on May 10 than on 
May 3. The month of May is trying hard 


_to maintain the pace set in April, which 


according to the official compilation of the 
New York Stock Exchange registered an 
enhancement in stock values of $6.9 bil- 
lions; bonds were up $779.6 millions. The 
current month to date shows an advance 
of $1,400 millions. The decrease in the 
loan ratio last month deserves recognition 
for the important bearing it has upon the 
technical position of the market. The 
weekly reports of the Federal Reserve for 
April had suggested in their advance of 
$90 millions that the public was going in 


“hock to expand their holdings of equities. 


The contradicting report of the Stock 
Exchange showing an increase of only 
$11 millions during the period, in which 
time stock values were enhanced 627 
times that amount, indicates that the 
increase in loans reported by the Federal 
Reserve was largely due to temporarily 
accommodating the purchase of Govern- 
ment issues by the banks. To explain 
this phenomenon requires only a look 
into the strong boxes of the country at 
large in which had reposed a good por- 
tion of our excessive money supposed to 
be in circulation. This money, unpatri- 
otic if you will, must be judged smart 
money. It was hoarded with a purpose in 
mind; that is, individual protection 
against a faltering banking situation. 

When the first hint was given that that 
money might go into a state of decay if 
it were left idle while equities were 
encouraged to rise in price, it was alert 
to the situation. It promptly came out of 
its hiding to be converted into those 
equities in order that its value could be 
preserved or enhanced. This is stubborn 
money, too. It has gone into the pur- 
chase of securities, perhaps subject to 
switching or transfers as the occasion 
presents itself, but nevertheless it has 
found a renewed activity, turnover and 
occupation. It will stay put as long as 
the outlook so clearly indicates that it can 
work profitably in stocks. Having been 
loosened from its former binding ties it 
now represents the base for expansion of 
portfolios in reverting from an outright 
holding to one moderately margined. It 
has replaced securities from the hands of 
many wornout holders to those with new 
hopes, prospects and ambitions. The 


DIVIDENDS 


The Board of Directors have this day de- 
clared the regular quarterly dividend of 75c 
per share on the Convertible Preference Stock 
of this Company. payable June Ist. 1933. to 
stockholders of record May 17th, 1933. Trans- 
fer books will not close. Checks will be 


mailed. 
JACK COHN, Treasurer. 
May &th, 1933. 


| | 


May 8th, 1933. 

The Board of Directorshas declaredaquarterly 

dividend of 134% on the Outstanding Preferred 

Stock of this Company, payable on the 15th day 

of June 1933, to Stockholders of Record at the 

close of business on the 26th day of May. 1933. 
Checks will be mailed. 

DAVID BERNSTEIN, 
Vice-President & Treasurer, 


_ Atlas Corporation 
Dividend No. 15 on Preference Stock 


NOTICE IS HEREBY GIVEN that a dividend 
of 75¢ per share for the quarter ending 
fuse 1, 1933, has been declared on the $3 

reference Stock, Series A, of Atlas Cor- 
poration, payable June 1, 1933, to holders 
of such stock of record at the close of 
business on May 20, 1933. 

Water A. Peterson, Treasurer. 


May 9, 1933. 


brink of the chasm of forced liquidation 
has been bulwarked with a stout wall of 
stern, defiant and courageous holding of 
securities. The fundamentals of the situ- 
ation have as well been materially im- 
proved. Money has come out of hiding 
into circulation. There are $845 millions 
less Federal Reserve notes in circulation 
than at the termination of the bank 
holiday. This takes into account the $56 
millions of the new bank notes that have 
reluctantly been pushed into circulation. 

It is also well torecognize that during the 
same period oodles of hoarded gold have 
been retrieved by the Government for 
which Federal Reserve notes were issued 
in exchange. Inflation by itself would be 
but an empty gesture if it could not be 
made the means of carrying improved 
business with it. The situation so far has 
been working out admirably along those 
lines. Give us reflation and the battle 
would be won. It is well that caution 
has taken hold in the adjustment of 
security values to singularly inflationary 
influences. More thought is now being 
given to the warranty of higher prices or 
prevailing prices as justified by restora- 
tion of earning power. This is as it should 
be. The hesitant tendencies of the market 
have been by far and large a good sign. 

In fact, it is most promising to witness 
only moderate set-backs on reduced vol- 
ume whenever buying stops to catch its 
breath. The turnover in stocks for the 
past week, at a slower pace than recently, 
was at a rate of 7.3 per cent. The loan 
ratio remains constructively low at 1.18 
per cent. The average price of all listed 
stocks is $22.10 a share and the loans 
against them 26 cents a share. 
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WEEKLY RECORD OF EARNINGS 


1933 1932 


16 WEEKS ENDED APRIi 22: Net Earnings Per Share Net Earnings Per Share 
Purity Bakeries.............. jcnebaes $116,094 $0.15 $118,593 $0.15 
15 WEEKS ENDED APRIL 15: 

Continental 323,201 p0.71 712,173 p1.45 


12 MONTHS ENDED MARCH 31: 


1.98 15,305,792 3.24 
1.93 8,442,607 2.76 
1.06 6,055,085 2.77 
Commonwealth Edison................ 5.19 13,933,426 8.84 
Commonwealth & Southern............ 0.04 21,027,019 0.35 
Consolidated Gas of New York 3.80 64,759,326 4.69 
Eastern Gas & Fuel Associates... 0.39 5,300,657 0.87 
Engineers Public Service...... 0.63 6,159,971 2.01 
nil d7,17 nil 
Kansas City Power & Light...... p93.05 4,375,548 p108.39 
Lehigh Coal & Navigation......... 0.43 1,811,17 0.94 
1.49 547,813 2.83 
New. York Steam.............. 2.77 1,813,108 3.26 
Niagara Hudson Power . F 0.88 ° 13,295,791 1.52 
North American Company . 3 1.63 23,163,141 3.16 
Pacific Lighting Corp................. § 2.58 7,819,647 4.32 
Public Service af Northern Illinois...... 4,032,449 4.72 5,798,313 7.92 
United Gas Improvement............. 34,346,106 1.31 37,184,437 1.43 
3 MONTHS ENDED MARCH 31: 
Amerada Corporation............. eee d201,939 nil 225,383 .24 
American Rolling Mills............... 966,594 nil d571,917 nil 
American Steel Foundries. . 495,532 nil 350,300 nil 
American Writing Paper... ae d181,757 nil d104,426 nil 
Anaconda Wire & Cable... cieebant 84,580 nil d236,446 nil 
ee 56,749 0.02 89,085 0.16 
Art Metal Construction............ ° d50,585 nil d162,381 nil 
Bendix 267,463 nil £26,364 
d381,981 nil 170,220 0.09 
Budd Manufacturing.............. oe d397,488 nil d541,346 nil 
Consolidated Cigar...... 35,5 p0.35 244,536 0.15 
1,226,521 nil d865,902 nil 
Curtiss-Wright Corp..... aa 4,7. 302,013 
General Steel Castings. d683,094 nil 486,769 nil 
Granite City Steel......... d80,32. nil 37,896 nil 
Hershey Chocolate Corp........ beeues 1,074,088 0.76 1,743,379 1.65 
‘ d355,294 nil 20,146 p0.05 
Hudson Motor Car.......... d1,491,005 nil 1,245,943 nil 
International Cement................. d180,858 nil 409,713 nil 
International Printing Ink........ : d109,509 nil d42,162 p0.69 
= nil d5o, nil 


Pittsburgh d181,196 nil d171,780 nil 
Porto Rican American Tobacco........ d227,451 nil 40,83 nil 
Pullman Incorporated................. 1,762,125 nil 878,169 nil 
Radio Corporation............ 478,183 nil 3,2. 20 
Simms Petroleum......... d238,890 nil d226,899 nil 
1,282,679 nil d278,628 nil 
Standard Oil of California. . d718,987 nil 2,930,241 0.22 
Superior Steel............. * d172,337 nil d150,644 nil 
United Aircraft & Transport........... 432,171 0.15 441,445 0.12 
Vadsco Sales Corporation.......... fem 76,382 nil 83,114 p1.65 
Vulcan 17,082 p1.09 30,039 0.04 
Western Dairy d146,178 nil d105,189 nil 
28 WEEKS ENDED MARCH 16: 
Loew's Incorporated................. - 2,186,531 1.04 5,264,729 3.13 
12 MONTHS ENDED JANUARY 31: 
Lit Brothe d436,439 nil 565,422 nil 
12 MONTHS ENDED DECEMBER 31: 1932 1931 
Atlantic Gulf & West Indies........... 1,792,686 nil 93,770 p0.87 
Shell Union Oil. 660,076 p1.65 d27,008,310 nil 
Standard Gas & Electric. 7,655,879 0.59 15,416,714 4.09 
Standard oa 4 Indiana..... 16,558,282 1.04 17,596,396 1.04 
United ,03 p2.73 8,270,298 0.07 
d769,430 nil d491,212 nil 
12 MONTHS ENDED OCTOBER 31: 


a On Class A Shares. d Deficit. 


A Columnist’s Mistake 


ITHOUT venturing exactly the 

time and the place, it is recalled 
how one of our most prominent news- 
paper columnists, assaying to be an ad- 
visor for investors, recommended the pur- 
chase of Hudson & Manhattan to those 
of his readers who felt they must invest 
their money. He pointed out the excel- 
lent yield which was very attractive at 
the time, provided it would last; but what 
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f Before Federal Taxes. p On Preferred. 


this columnist did not take into account, 


now that Hudson & Manhattan has 
omitted its dividend, was the declining 
trend of earnings. That alone indicated 
that the dividend was in danger and the 
yield uncertain unless the tendency to 
lose traffic was curbed, and to an expert 
financial analyist that would be one of 
the reasons for not recommending the 
stock. However, a columnist sometimes 
allows his enthusiasm to run away with 


LINOGRAPHS 


———Storey has retired from Atchison, 
but not without establishing a record for 
himself as a prophet of noted importance 
in reading the signs of the times. 


———tThe eclipse that has descended on 
the Goldman-Sachs stocks, Blue Ridge 
and Shenandoah, is not unwelcome to the’ 
financial district, for the sad ending of 
these inflated enterprises was one of the 
sore spots it did not want to touch upon 
too freely. 


———-Some mergers do not turn out as 
the stockholders expected. One of these 
was that of Vacuum and Socony, and this 
is especially true for the Vacuum stock- 
holders. Instead of entering into a deal 
that would have expanded their profits, 
up to the present time they have found 
themselves involved in a merger with 
diminishing returns for themselves. 


—As plus signs instead of minuses 
begin to appear, leaders of industry are 
coming out of their shells with more 
optimistic utterances concerning business 
prospects. 


————Jn one instance, at least, that of 
Pillsbury, higher commodity prices have 
resulted in increased dividends, and this 
solitary robin indicated that a decided 
change was at hand. 


——One of the things we hope the de- 
pression has taught corporations is that 
it does not pay to go out of their line, 
Heretofore the general belief was. that 
new lines would add new revenues, with 
little consideration given to the fact that 
first a profitable market must be estab- 
lished, and that is not always possible. 


— —Do not buy on margin—that is 
always an unsound practice. Buy out- 
right; then your property cannot be 
taken away from you. If one insists upon 
buying on margin he must be prepared 
to protect his property, otherwise he must 
not complain if emergencies arise with 
which he cannot cope. 


————Every period must have its goat. 
Just now the goat is the Administration’s 
so-called Brain Trust. Yet, if the Ad- 
ministration succeeds in bringing back 
prosperity, what a kick-back that goat 
will have. 


————tThe price cutting indulged in by 
the oil industry to check cut-throat com- 
petition, shows it is not waiting upon the 
Administration to keep such raiders under 
control. It is going to fight them at their 
own game until they realize that it does 
not pay to operate business on an un- 
sound basis. 
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DO A FAVOR FOR SOME FRIEND—SHOW HIM THIS “AD” 


Read Coming Issues of The Financial World 
for Important Stock Analyses 


have been greatly helped during the past 

few months by our striking individual 
studies of companies and securities whose out- 
look for improvement is considerably above the 
average. 


teen for The Financial World 


Among the many recent analyses which have 
proven especially helpful, were the following: 
A review of the favorable position of American 
Sugar in our March 29th issue, an analysis of 
American Smelting in our March 29th issue and 
of General American Transportation in our April 
12th issue and of Republic Iron & Steel in our 
May 3rd issue, etc. 


We will have one or more such distinctive oppor- 
tunities fully discussed in each coming issue. 


a of the coming analyses of outstanding 
stock bargains will represent the results of 
careful research and study by our editorial staff. 
Only those companies will be considered whose 
financial condition is unquestionably sound. 
Numerous industries are now on the upgrade. 
We are going to analyze companies in the more 
favorably situated industries. 


Inflation or reflation is on the way. No investor 
should miss our recent article pointing out the 
beneficiaries of inflation. This big question 
should be watched with extreme care so that 


your investment program may be adjusted ac- 
cordingly. New developments along this line 
will be studied and analyzed for the benefit of 
Financial World readers. 


If the individual investor, with his small smatter- 
ing of knowledge, tries to arrive at sound invest- 
ment conclusions without adequate facts, the 
results are bound to be disastrous. 


ON'’T miss The Financial World’s reprint 

of recent selections of 10 Sound Attrac- 

tive Stocks averaging about $13 per share. This 
carefully selected group represents a cross section 
of those companies which should profit first by 
general business revival. The issues have been 
carefully checked for financial position and prom- 
ising prospects. Besides this analysis, reprints 
will also be sent you of the following: “An Out- 
standing Low Priced Stock,” ‘‘Dollas Down— 
Earnings Up,”’ and an analysis of a highly attrac- 


tive low priced oil stock. 


Every investor should prepare. himself by intelli- 
gent study and foresight to profit most as revival 
gets under way. The Financial World is going 
to be of tremendous value to thousands of dis- 
criminating investors in the months ahead. Can 
you afford to be without this big aid to profitable 
investment? Why not be forehanded by mailing 
the coupon below before July 1st? You will 
never regret it. 


DON’T FAIL TO ORDER’ BEFORE JULY 1ST 


THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


Here is my check for $10.00 in full payment of the fol- 
lowing special offer: 

(a) 52 weekly issues of The Financial World. (Canadian and 
Foreign $2 extra.) 

(b) 12 monthly editions of ‘‘Independent Appraisals of Listed 

tocks,’’ a 48-page manual of vital foveomnane data and 
ratings on 1350 stocks. 

(c) Free privilege for 12 months of writing for advice on 
securities by enclosing a stamped self-addressed envelope 
with each inquiry. 

(d) Beneficiaries of Inflation and ‘‘10 Outstanding Stocks for 

.  Recovery,’’ and ‘Dollar Down—Earnings Up.”’ 

(e) “An Outstanding Low Priced Stock.’ ‘“‘Time to Buy a 

Stocks.”’ 


Fortune?’’ and ‘‘A New Basis for Selecting 


THE SCHWEINLER PRESS, N. Y. 
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MESSAGE 


YOUR advertising—and to whom it is directed NOW is of 
more vital importance to the success of your business than 


ever before. 


When every dollar invested in advertising must bring 
results, more stress should be placed on the quality of the 


circulation. 


THE FINANCIAL WORLD is read carefully every week 
by executives of banks, insurance companies, railroads and 
other public utilities and industrial corporations; investment 
bankers, brokers and successful business and professional 


men. 


These readers comprise one of the country’s most im- 
portant buying groups—people who are at all times able to 
respond to attractive investment opportunities or commodity 


offerings. 


Now is the time to sow for the harvest that is sure to come. 
Place THE FINANCIAL WORLD on your advertising schedule 
and acquaint yourself with the quality and purchasing capacity 
of these readers—and the advantage of directing your adver- 


tising message to them. 


30 Years of Result Producing 
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